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DEFENDANT'S MOTICN TO STRIKE 


UNITEM STATES DTMTKCCT COUIJT 
POH THE DISTRICT OK CONNECTICUT 


SCM CORPORATION* 


Plairitiff, 


XEROX CORPORATION, 


Defendant. 


Civil No. 15807 


DEFENDANT'S MOTIOM TO STRIKE THE FIRST 
AND SECOWD CLAIMS AND PART OF THE THIRD 
CLAIM 0^ THE COMPLAINT AND FOR A MORĘ ‘ 
DEKIKI'.'.; STATEMENT OF PART OF THE THIRD 
CLAIM OF THE COMPLAINT 


De ferie* ant Xerox Corporation hereby rnoyea thir 
Court, on the Complaint and the "Memorandum in Support of 
Defendant's Moticn to Strike the First and Seco; d Clalr.s 
and Part of the Thlrd Claim of the Complaint, and for a 
Morę Definite Stnteracnt of Part of the Third Claim of the 
Complaint", Tor an order strikinn; the First and Seco.ud 
Claims of the complaint and the portion of the Third ciai;-' 
prcdicated on the First with leave to refile without the 
objectionable allecations and directinc a moro definite 


E 


1 
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statement of the vague and ambiguous part of the Third 
Claim of the Complaint. 


Dated: September 14, 1973 


Cummings & Lockwood 
1 Atlantic Street 
Stamford, Connecticut 06904 

Kenyon & Kenyon Reilly Carr & 
Chapin 

59 Maiden Lane 

New York, New York 10038 

John R. Murphy, Esq. 

Xerox Corporation 
Stamford, Connecticut 06904 

Kaye, Scholer, Fierman, Hays & 
Handler 

425 Park Avenue 

New York, New York 10022 

Attorneys for Defendant 
Xerox Corporation 
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MEMORANDUM IN SUPPORT OF DEFENDANT'S MOTION TO STRIKE 

UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF CONNECTICUT 


SCM CORPORATION, 


Plaintiff, 


-against- 


XEROX CORPORATION, 


Defendant. 


CIv. No. 15Ś07 


MEMORANDUM IN SUPPORT OF DEFENDANT'S 
MOTION TO STRIKE THE FIRST AND SECOND 
CLAIMS AND PART OF THE THIRD CLAIM OF 
THE COilPLAINT, AND FOR A MORĘ DEFINITE 
STATEMENT OF PART OF THE THIRD CLAIM 


This memorandum is submitted in support. of defen- 
dant Xerox Corporation's motion pursuant to Rule 12 of the 
Fcderal Rules of Civil Procedurę (1) to strike tne First 
and Second Claims and part of the Third Claim of the Com- 
plaint because they are excessively verbose and replete 
with unnecessary and redundant evidentiary detali, as well 
as irrelevant, immatcrial and prejudicial references to a 
pendlng procecding against Xerox by the Fcderal Trade Com- 
mission; and (2) for a morę dcfinlte stntcment of a portlon 
of the Third Claim whlch is so vague that Xerox cannot 
rcaoonably be rcquired to frarnc a responoe. 
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Memorandum in Support of Defendant'e Motion to Strike 
Prlor Proceedlngs 

Plaintiff SCM Corporation filed its complaint of 

ł|6 printed pages on or about July 31, 1973« The Complaint 

alleges monopolization of the skill and technology of plain 

paper copying and, as a result, of the manufacture and 

marketing of plain paper copiers (para. 1), It further 

avers that the same acts which resulted in monopolization 

also violated Secti^n 1 of the Sherman Act as contracts, 

combinations or conspiracles to restrain trade unreasonably, 

• • 

and Section 7 of the Clayton Act as acąuisitions which 
tended to substantially lessen competition in a linę of 
commerce (para, 2). These antitrust charges are embodied 
in a First Claim for injunctive relief and a Second Clalm 
for treble damages. 

The Complaint also asserts a Third Claim which 
reąuests a declaration that Xerox' Middleton-Reynolds ' OOb 
patent is unenforceable, based in part on the acts alleged 
in the First Claim, and invalicl and that SCM is not obligated 
to pay past royalties under its 196d license agreement with 
Xerox pertaining to coated paper copiers, It also alleges 
that Xerox violated Sections 1 and 2 of the Sherman Act by 
reason of its fraudulent procurement of the *006 patent and 
seeks treble the royalties paid by SCM pursuańt to the license, 

In its Complaint plaintiff asks for severance of 
the First and Second Claims, preliminary injunctivc relief 
with respect to the First, and stays of the Second and Third. 




Memorandum in Support of Defendanfe Motion to Strike 

Simultancously with the fillng of the complaint, 
plalntiff also filcd (1) a motion for a prcliminary lnjunc- 
tlon cccklng an adjudlcation that Xerox vlolatcd Scctions 
1 and 2 of the Shcrman Act and Section 7 of the Clayton 
Act and an order reąuirinc the grant of a license to SCM 
under "all the United States patents and patent applica- 
tions [Xerox] owns or Controls," preventing Xerox'from 
exercising its patent rights by instituting any patent 
infringement action or claim against SCM or others with 
respect to SCM’s efforts to develop and market plain paper 
copiers, and denying Xerox certain contractual rights; 

(2) a motion for a conference returnable September 10, 

1973 (which has been shifted by agreement to September 12) 
to consider the issues raised by the First Claim, related 
discovery and the scheduling of a datę within the next four 
to six months having "due regard for the convenience of 
the court and the legitimate pretrial discovery rights of 
the parties" for hearing and trial of plalntiffs motion 
for a preliminary injunction; and (3) 61 interrogatories 
and document requests (many with numerous subparagraphs) 
relating to the First Claim. 

A stipulation was entered into betwecn the partie 
and "oo ordercd" by thls Court granting Xerox an extension 
of tJmc to annwcr or otherwlsc movc against the complaint 
until September 11|, 1973- 
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I. 

THE FIRST AND SECOND CLAIMS AND PART 
OF THE THIRD CLAIM OF THE COMPLAINT 
SHOULD BE STRICKEN BECAUSE THEY ARE 
EXCESSIVELY VERBOSE AND REPLETE WITH 
UNNECESSARY AND REDUNDANT EVIDEIITIARY 
DETAIL AS WELL AS PLAINLY IMPROPER 
REFERENCES TO THE FTC’S PROCEEDING 
AGAINST XEROX 


A. The First and Second Claims and Part of the Third 
Claim Should Be Stricken As Excessively Verbose 
And Prolix . ______ 


Fed. R. Civ. P. 8(a) reąuires that a pleading: 

• 

. . shall contain (1) a short and 
plain statement of the grounds upon 
which the court's jurisdiction depends 
. . . (2) a short and plain statement 
of the claim showing that the pleader 
is entitled to relief, and (3) a de- 
mand for Judgment for the relief to 
which he deems himself entitled.” 

Rule 8(e)(l) provides further that: 

"Each averment of a pleading shall be 
simple, concise, and direct. No tech- 
nical forms of pleadings or motions are 
required.” 

The First and Second Claims of the Complaint and 
the Third, insofar as it is predicated on the First, utterly 
fail to satlsfy these criteria and should be stricken under 
Fed. R. Civ. P. 12(f), which contemplates the striking from 
a pleading of any "redundant, immaterial, impertinent or 
scandalous matter.” 

The First and Second Claims assert monopolizaticn 
with recpcct to plain papcr copiers and allege that the acts 
which constitutcd the alleged monopollzation are also 
contracts, comblnationo and conspiracios In unroasonable 
restraint of trade and acqui3itlons which tcnd to 
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substantially lessen competitlon. The claims are predicated 
on Xerox' alleged acąuisltion over a decade ago of patents 
and technology from two independent research organizations 
(Battelle and Horizons) and certain licensees, Xerox ł in- 
ternal research and development efforts, expansion by Xerox 
of its product linę, Xerox' refusal to grant "meaningful" 
plain paper copier patent licenses, and certain license 
ąrrangements involving Rank-Xerox and FuJi-Xerox. The re¬ 
lief sought in Claim One is exclusively injunctive and 
that in Claim Two is for treble damages. The Third Claim 
incorporates the allegations of the First in support of the 
reąuest for a declaration of the unenforceability of the '006 

patent (paras. 176(b) and (c)). 

The allegation of the First and Second claims con- 

sumes 42 printed pages. Their prolixlty is apparent from a 
comparison with the antitrust complaints filed by Litton in 
Litton Business Systems, In c. v. Xerox Corporation , Civil 
No. 15,137 and Litton Systems, Inc . v. Xerox Corporation , 

Civ. No. 15,136 (D. Conn. June 28, 1972). While they differ 
in matters of detali, there are many areas of overlap, and 
Litton's pleadings cover marketing subjects absent from the 
SCM complaint. Yet Litton's claims are pleaded in fewer than 
8even typewritten pages. 

SCM achieves this extraordinary length by piling 
ovidentlary detali upon cvldcntiary detali, including llbc-ral 
ąuotations from potential witnessc3 and documcnts ( e.g ., 
paras. 12, 25, 26, 29, 31, 33(a), 33(b), 33(c), 34 42(b), 

46, 48, 52 , 60 (b), 64, 74, 77, 80 , 87 , 88, 92 , 119, 121 , 
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137, 17O(b) and l70(c)), voluminous otatlotical data with 
refcrcncc to such inattcrs as numbcrs of patcntr,, rcvcnuc, 

profit, and rcsearch and developmcnt expcndlturc, many 
spcciflcotions conccrning each model of Xerox ł entlre linę 
of copying and duplicating eąuipment, numbers of Xerox 
employees, the detalls of license terms offered by Xerox 
but never accepted (paras. 13-15, 43, 44, 46, 47, 50, 51, 

54, 62-64, 68-70, 72, 73, 75, 81, 95, 97, 109-111,' 118, 119), 
and lmproper references to the FTC proceeding.* Thls mate¬ 
riał has no place in a Complaint and so pervades the pleading 
of Claims One* and Two that they both should be stricken in 
their entirety. 

The precedents dictate that the pleading of evi- 

dentiary detali, particularly on this mammoth scalę, eon- 

% 

stitutes a flagrant violation of Rule 8(a) and warrants the 

striking of a complaint. Thus, in Johns-Manvllle Sales Corp. 

v. Chicago Title & Trust Co. , 261 F. Supp. 905 (N.D. 111. 

1966), the amended complaint was stricken because it was 

"anything but a simple, concise and direct, short and plain 

statement of the claim." (261 F. Supp. at 908). The court 

noted that the complaint "devotes 69 paragraphs and 39 pages 

to pleading a single count", criticized the inclusion of 

n extraneouo or at best evidentiary materiał" in exhibits 

attachcd to the complaint, and concludcd: 

"Our noticc pleading system, whlch 
intended to do away with formal plead- 
inG roąuircincnts, the sport of commor. 

*The plain Improprlety of thosc rcfercncos is deinonstratod 
in 1’oint 1(10 , l nfra . 
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law plcadJnc and exccssive vcrbiagc, 
ls grcatly neglcctcd. The instant 
complalnt la an excellcnt example of 
such abuse. Whcn dlrectcd to the court 1 s 
attentlon by motlon cuch as ,here tyje 
court is obligcd to strike excessively 
verbose and extraneous pleadlngs." (Id.) 

Similarly, in Metropolitan Theatrc Co. v. Warner Pros. Pic - 
tures, Inc. , 12 F.R.D. 516 (S.D.N.Y. 1952) the court struck 
a 55-page antitrust complaint with leave to file an amended 
pleading with "simple, concise and distinct averments." 

(12 F.R.D. at 518). The court declared, in language sąuarely 
applicable he*re, that a study of the complaint "demonstrates 
that its allegations are prolix, verbose and redundant, that 
it sets forth an extensive amount of evider.ee, and contains 
many conclusory allegations." It accordingly directed, 
among other things, that "the amended complaint should 

avoid . . . unnecessary evidence ." (12 F.R.D. at 517-518) 

f See also Fulton Co. v. Beaird-Poulan, Inc., 5^ F.R.D. 60*J, 

609 (N.D. Miss. 1972) ("Although this suit is an antitrust 
action and reąuires plaintiff to State with clarity his 
claim for relief, it is not contemplated that plaintiff set 
forth in the complaint a detailed history of his relationship 
with defendant covering a span of twenty years, nor include 
therein details of an evidentiary naturę, conclusory allega- 
tions or analogous references."); United States ex rei . Holland 
v. Maroney, 299 F. Supp. 262, 263 (W.D. Pa. 19697~(complaint 
"openly and flagrantly" violatec Rule 8(a) because "[i]t is an 
extended, detailed, evidentiary review . . . ."); Walter Reade's 
Theatrcs, Inc. v. Loew's, Inc., 20 F.R.D. 579, 582 (S.D.N.Y. 
1957) ("It is necesnary in an antitrust action for treble 
dainagec to set out in rcaoonable detali the acts complainod 
of, not the circuinstances frotn which plaintiff draws its 
conclusions that violatlons . . . havc occuri*ed and that 
plaintiff had bccn damaged."); Duol v. National Suretv Corp . , 

4 F.R.D. 336, 337 (E.D. Wis. 193) ("The socond part of Para- 
graph 12 of which defendant complaJ nr>, alloglng that the coin- 
plalnt i u basod in part upon adint-ijc łona macic by Kanibe in certa In 
llquldation procced1ng:; and in part upon a letter written by 
him, is a mero recital of cvidcneo and har; no place In the 
complaint; It inny, theroforo, bo ntrlckon."); Dell c»flclcl v. 
lllockdel Real ty Co., 1 F.R.D. '12 (S.D.N.Y. 1939) (motlon to 
strike; grnntod for fnllure to comply with Rule 8 nlncc it 
"contalnn much cvidentlary and unnecer.aary mattor"). 
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The iinproprlcty of plcadlng cvidentiary inatter 

was exprcssly notod by thc Second Circuit in Nap.lcr v. 

Admirał Corp ., 248 F.2d 319 (2d Cir. 1957). Reversing the 

trial court's ruling striking an antitrust complaint for 

failure to be sufficiently particular in pleading, the 

Court of Appeals stated: 

"And yet such pleading of the evidence 
is surely not reąuired and is on the 
whole undesirable. It is a matter for 
the 4 discovery process, not for allega- 
tions of detail in the complaint. The 
complaint should not be burdened with 
possibly hundreds of specific instances; 
and if it were, it would be comparatively 
meaningless at trial where the parties 
could adduce further pertinent evidence 
if discovered." (248 F.2d at 326). 

The Nagler case also sąuarely rejected the notion 

that an antitrust claim reąuires morę detalled pleading than 

other civi 1 actlons. (248 F.2d at 322-24). Sęe also Walter 

Reade 1 s Theatres, Inc . v. Loew’3. I nc.. 20 F.R.D. at $82 

("The issues in an anti-trust action may be economic as well 

as legał, but counsel for the defendants are entitled to a 

short and plain statement of the claim in order to answer 

and to prepare to meet the issues presented."). 

In suin, there is no Justiflcation for SCM's plcad- 

ing thls mass of cvidcntiary and prejudicial detail. It 

was not neccssary in thc Litton complafnts, and it stands 

in stark contrast to SCM's failure to state even the 
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rudiments of its patent (Third) claim (as described in 
Point II, infra ). Xerox should not be reąuired, in the 
guise of answering a pleading, to respond to such a moun- 
tain of evidence which, as the Court of Appeals stated in 
Nagler , "ls a matter for the discovery process . . . 

The First and Second Claims of the Complaint and 
the portion of the Third predicated on the First should ac- 
cordingly be stricken, and SCM ordered to replead them in 
compliance with Rule 8. 


In Any Event, The Complaint's References To The 
Proceeding Commenced By The Federal Trade Commission 
Against Xerox Should 3e Stricken As Irrelevant, 
Immaterlal And PreJudicial. 


The Complaint contains numerous references to 

the institutlon by the FTC of a proceeding under Section 

5 of the Federal Trade Commission Act against Xerox. The 

following paragraphs expressly refer to the FTC actlon. 

"103• In late 1969 the Federal Trade 
Commission commenced an investigation 
of Xerox concernlng its patent, mar¬ 
keting and otner activities relating 
to plain paper Office copylng and 
xerography." 

"116. In December, 1972, the Federal 
Trade Commission served notice of a 
proposed complaint against Xerox, and 
in January, 1973 scrved such a complaint 
against Xex*ox. The Commission charged 
that Xerox has violated Section 5 of 
the Federal Trade Commission Act by 
reason of its patent, marketing and 
other activitios in the field of 
xcrography." 
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”[170](b) It is rcasonablc to anti- 
cipatc that if the Fcdcral Tradc Com- 
micsion in Itc pcnding action against 
Xcrox io ultlmately successful in 
securing injunctivc relief against the 
acts and practices of Xerox, the cn- 
forccment of such relief, after Xerox 
has exhausted all of itc rlghts of 
appeal, is many years distant, even lf 
those proceedings are expeditiouoly 
pursued." 

"[170](c) Xerox's chief executive offi- 
cer has characterized those Commission 
proceedines as a 'nuisance.' He has 
promised that Xerox 'will fight every 
aspect' of the case and that it is 
det^ermined in the Commission proceedings 
to prove the lawfulness of all of its 
acts and practices, not only in defense 
of itself but in defense of the American 
patent system. He said that Xerox is 
not 'changing anything' about the way 
it does business because of the Commis- 
sion's allegations. Moreover, Xerox 
contends in its Answer that the Commis- 
sion's claims of monopolization are not 
cognizable under Section 5(a) of the 
Federal Traae Commission Act, the pro- 
vision of law which the Commission alleges 
Xerox has violated. Another Xerox offi- 
cial has stated that 'We do not believe 
the Federąl Trade Commission is the ap- 
propriate forum for the resolution of 
the problems of multinational corpora- 
tions.'" 

In addition, a number of paragraphs refer to the 
FTC procecding by ąuoting from Xerox' Answer to the FTC 
complaint: 

"3*1. At all times sińce 1960, Xerox's 
market por.ition has bocn a conr.cquence 
of its patentc and tcchnical knowhow. 

(a) As expror.:Oy adinitted by Xcrox 
in its Answer to tho coinplaint against 
it by thc Fedora1 Tradc CommJssion, a 
prlinary factor contrJluiting to its 
present market posil i on i:; ' patents 
lssucd by tłie United ,'Jtatc’s Govi*i*niiiont' . 
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(b) The abillty of Rank-Xcrox (moro 
fully deser 1 bod bclow) sińce 1962 to manu— 
facture and celi xcrographic copyiug equip- 
ment, as Xerox also admitted ln that Answer, 

'has at all times bcen and continues to be 
attributable to the patents and technical 
know-how contributod by Xerox.' Xerox's 
own ability to manufacture and soli such 
equipment has at all times becn and con- 
tinues to be attributable to the same 
factors." 

"^8. In 1973, Xerox's present annual 
spending for xerographic research and de- 
velopment, as Xerox has stated in its 
Answer to the complaint of the Federal 
Trade Commission, amounts to 'hundreds 
of. millions of dollars.'" 

Further, there are direct quotations from Xerox' 

Answer to the FTC complaint which do not make express refer- 

ence thereto. These paragraphs are: 

"^2. . . . the acts and practices of 
Xerox . . . include: . . . (b) its con- 
stant expansion of research and develop- 
ment activities in the field of xerography 
carried on internally and by others pur- 
suant to exclusive agreements, to the 
point where, as it stated in 1973, Xerox 
presently 'continues to spend hundreds of 
mlllions of dollars for research and de- 
velopment on xerography.'" 

"77. As Xerox itself stated in 1973, the 
ability to manufacture and sell its xero- 
graphic equipment has at all times been 
and continues to be attributable to its 
patents and technical know-how; and that 
a primary factor to which it owes its 
present market position is 'patents is- 
sued by the United States Governmcnt.'" 

"137. Rank-Xerox's ability to manufacture 
and soli xcror.raphlc cqutpmunt, as Xerox 
asserted in 1973, 'han at all times been 
and continues to be attributable to the 
patent:; and tochnologlcal know-how con¬ 
tributod by Xcrox.'" 
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Each of thc atovo paragrapho rcprcccnto an offort 
to lnjcct lnto tho caoc the irrclcvant, immatcrłal and 
prejudiclal circumctancc that tho Fedcral Trade Commicoion 
has filcd suit against Xerox Ali such referonccs should 
be stricken from the complaint bocause (1) tho proceedinc 
by thc Fcdcral Trade Commiosion does not qualify under 
Section 5(a) of the Clayton Act, 15 U.S.C.A. § l6(a) (1973) 
as a "finał Judgment or decree . . . rendered in . . . [ a ] 
proceeding brought by . . . the United States under the 
antitrust lai/s . . . [which] shall be prima facie evidence. 
and ( 2 ) it is not otherwise relevant or materiał and is 
plainly prejudiclal. 


1. Section 5(a) of the-Clayton Act 
Provides No Basis for-Pleading 
The FTC Actlon _ 

Efforts by private plaintiffs to plead the exis- 
tence of government antitrust suits against the defendant 
typićally arise in connection with Section 5(a) of the 
Clayton Act, 15 U.S.C.A. § l6(a), which provides that: 


" A finał judr.ment or decree . . . ren¬ 
dered in any civil or criminal proceeding 
brought by or on behalf of thc United 
States under the antitrust lawo to the 
effect that a defendant has violated 
sald laws shall be prima facie evidence 
against such defendant in any action or 
proceeding brought by any othcr party 
against such defendant under sald lawo 
. . . 83 to ail mai:tern rcnpocting which 
sald Judgmcnt or decree would be an 
cstoppcl as between Uic partie:; thc-rc- 
to • • • •" (cmphaalu nupplicd). 
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Tho FTC proccodlng refcrrcd to by plaintiff ln 
thc Complalnt does not como wlthin thc statutc. ScctJon 
5(a) is cxprcssly llmitcd to "a finał Judgment or decrce." 
Here, of courcc, therc is no such thing sinco thc PTC pro- 
ceeding is still pending. Sec puiith Thcatrc Corp . v. 
Pą ramount Plctures, Inc ..' 72 F. Supp. 625 (D. Minn: 19^7), 
in which a reference to a ruling in a government antitrust 
suit was stricken because "No rights under the Clayton Act 
. . . can be based on a mere decision in an anti-trust suit 
which is not the finał Judgment therein." (72 F. Supp. at 
625). SCM cannot even poiht to "a mere decision" by the 
FTC, sińce there has been no substantive ruling as" yet of 
any kir.d in the Commission proceeding.* 

The mere existence of an FTC complalnt under r Sec- 
tion 5 of the Federal Trade Commission Act does not ąualify 
under Section 5(a) of the Clayton Act, a statute which is 
simply irrelevant to this case. 


In addLtion, the Federal Trade Commission Act, under 
which the FTC is proceeding against Xerox, is not one 
of the antitrust laws within the meaning of Section 5(a) 

^ hat roa » on ao wcl l» Section 5(a) is inappllcable. 
Sc£ YŁY Popcorn Supply Co. v. ABC Vcnding Corp., 263 F 
Supp. 709 (F.D. Pa. 1967). 
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2. The Refcrcncc:; To The FTC Procccdlnc: 

Arc Not Othcrwisc Hclcvant Or Materiał 
And Aro Hlghly Projudlclal _ 

In the abćcnce of any statutory basis of rclcvance 
or materiality, the casco dictatc that the references to the 
FTC procccding be stricken. Thus, in International Shoc 
Machinery Corp. v. United Shoe Machlncry Corp. , 315 F.2d 449 
(ist Cir. 1963), the Court of Appeals held first that a prior 
finał Judgment in a government antitrust suit did not ąualify 
under Section 5(a) of the Clayton Act because of different 
circumstances* relatlng to the later period involved in the 
pending private action from that at issue in the prior case. 
Then, on the ąuestion of whether the same references to the 
government case were admissible at trial on grounds of rele- 
vance as background, the court excluded them because of their 
"great emotive impact" (315 F.2d at 45.9) and because "[a]bsent 
the mantle of Section 5, if a plaintiff has the independent 
evidence to demonstrate antitrust violation and injury . . . 
then it would seem that he would not have to resort to a 
Judgment obtained in a prior proceeding as 'background."' 

(315 F.2d at 459). 

Similariy, references to governmcnt criminal actions 
culminating in pleas of nolo contendere (which do not ąualify 
under Section 5(a) because they aro akin to consent judginents) 
arc routinoly stricken as ir^elcyant, immnterinl and preju- 
dlclal. Minnesota v. United States Steel Corp., 44 F.R.D. 
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Inc . v. General Electric Co . t 30 F.R.D. 557 (W.D. Mo. 1961). 

As the District Court stated in the United States Steel case: 

"Against the objection that the court 
is ruling now and in advance on the 
admissibility df evidence suffice it 
to say that this matter is sufficiently 
prejudicial to defendants as to reąuire 
this action now. 11 (44 F.R.D. at 583) • 

The descriptions of the FTC investigation and com- 
plaint in SCH's Complaint (paras. 103, 116) are simply ir- 
relevant nere and, in light of their plainly prejudicial 
naturę, should, as the authorities dictate, be stricken. 

The Complainfs ąuotations from, and references 
to statements in, Xerox' Answer in the FTC case (paras. 170(b) 
and (c), 3*»(a) and (b), i48, 42(b), 77 , 137) also serve no 
valid purpose insofar as they implicitly or explicitly refer 
to the FTC proceeding. If the substance of these paragrapns 
may properly be pleaded (and, as we have shown, supra , they 
are evidentiary in naturę and should be stricken on that 
ground), then a simple fcnd direct allegation of the point 
is all that is reąuired or permitted. Exprcss or veiled 
references to the PTC suit should be stricken. As the 
court held in Sam G. Goldstein Industries, Inć . v. Potany 
In dustries, Inc ., 301 V. Supp. 728 (S.U.N.Y. 1969), where 
defendants souglit to strike refercnce to an FTC order: 
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. "Plalntiff han alao allcgcd wlthin this 
count that defendant vlolated a Fcdcral 
Tradc Comintsr.ion order whJch prohibltcd 
defendant from sclling ita luggnec with 
certain prlce Information thereupon. 

Apparcntly, this order was directed at 
a coursc of fictitiouo pricing engaged 
in by defendant. Howcver, the vlolation 
of this order han no apparent relevance 
to the Robinson-Patman Act claim; and 
this alleeation should not be retained 
in the complaint. If the same facts whlch 
allegedly yiolate the F.T.C. order are • 
deemed materiał to establish the Robinson- 
Patman Act claim, only the facts need and 
should be alleged . n (301 F. Supp. at 736) 
(emphasis added). 

In sum, the FTC proceeding does not fali within 
Section 5(a) of the Clayton Act; it is not otherwise rele- 
vant, as background evidence or otherwise;* and the refer- 
ences to it in the Complaint are highly prejudicial. They 
should, accordingly, be stricken. 


II. 

THE ALLEGATIONS OF THE THIRD 
CLAIM WHICH REFER TO "REASONS 
ALLEGED" IN SIX OTHER CASES 
SHOULD BE MADĘ MORĘ DEFINITE 


In asserting the invalidity, unenforceability and 
fraudulent procurement of Xerox' Middleton-Reynolds patent, 
plaintiff inakes the following allcgation: 


ł Even if the FTC proceeding were somehow adinlnr.ible in 
evidcncc herc, referenccn thereto in the complaint should 
still be stricken a» pre.ludiclal sińce, as pointed out 
suprn, ev 1 dentlary detali may not properly be pleadcd. 

9-LiiP. Independent Thcatros, Inc. v. American Uroadcast i ng- 
Paramount Theatrca, Inc., 179 F. Śupp. >l89- ł l90 (S.D.N.Y 19 ^ 9 ) 
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"176. The MJddleton-Reynolds '0QG 
patent la invalid and unonforceable, 
and was procured by fraud and has bccn 
enfo^ced in vlolation of the patent 
and antitrust laws: 

(a) for cach of the reasons al- 
leged by Dennison Manufacturing Co., 

Nashua Corporation, Saxon Business 
Products, Inc., Litton Industries, Inc., 

Litton Business Systems, Inc., and Lit¬ 
ton Systems, Inc. in their various 
presently pending litigations with Xerox 
( Xerox Corp. v. Dennison Manufacturlnr 
Co • 1 67 Civ. 3302 in the Southern Dis- 
trict of New York; Xerox Coro. v. Nashua 
Corp. , 69 Civ. 5^6 in the same court; 

Xerox Coro. v. Saxon Business Products, 

Inc‘. , 71 Civ. 2630 in the same court; 
and Xerox Corp. v. Litton Industries. 

Inc. , Litton Systems, Inc. v. Xerox 
Corp. and Litton Business Systems, Inc, 
v. Xerox Corp. all commenced in 1972 , 

Civi1 Nos. 15,705, 15,136 and 15,137 
in the District of Connecticut)." 

The incorporation of "each of the reasons alleged" 
in support of these conclusions in the slx other cases 


named is hopelessly inconsistent with Rule 8's reąuirement 
that a complaint set forth "a short and plain statement of 
the claim showing that the pleader is entitled to relief . . ." 
in the form of "simple, concise and direct" averments. ' Such 
a pleading is plainly, in the language of Rule 12(e), "so 
vague or ambiguous that [Xorox] cannot reasonably be required 
to frame a responsive pleading...." Consequently, Xcrox is 
entitled to a moro defin.ltc statement. 

Whllo Rule 10(c)* permits rcfcrence to plcndings 


.ement:; in a pleading may be ndopted by rcfcrence In 
a difTereni part of the same pleading 01 * in another plead¬ 
ing . . . ." (Kod. R. Clv. P. 10(c)). 


* 
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on file ln the same action In ccrtain circumstancco, plead- 
lnco in ot hor actlono may not be no incorporatcd. Thur,, in 
Texau Watcr Supply Corp. v. Roconr.truct 1 on Flnnncc Corp. . 

20^ F.2d 190 (5th Cir. 1953)» a countcrclaim incorporating 
factual allegations previously pleadcd in another action 
was held barred by the statute of limitations because the 
Incorporation by refereńce "did not sufficiently cet forth 
the counterclaim . . . (20^4 F.2d at 196 ). The Fifth Cir¬ 

cuit held: 

"RUle 10(c), Federal Rules of Civil 
Procedurę, permits references to plead- 
ings and exhibits in the same case, but 
there is no rule permitting the adoption 
of a cross-claim in a separate actlon 
• ln a different court by mere refereńce. 

The 'notice' theory of pleadlng cannot 
strike from Rule 8(a), Federal Rules of 
Civil Procedurę, the plain and definite 
reąuirement that 'A pleadlng which sets 
forth a claim for relief, whether an 
original claim, counterclaim, cross- 
claim, or third-party claim, shall con- 
tain * * * a short and plain statement 
. of the claim showlng that the pleader ls 
entltled to relief * * (Emphasis 

ours. ) The mere refereńce in this case 
to the other action did not so show." 

(20^ F.2d at 196 -I 97 ). 

Moreover, SCM here goes far beyond simple refereńce 
to other pleadings; it makes the impossibly vague refereńce 
to "each of the reasons allcgcd" by six parties in six liti- 
Catlons, incorporating pre-.trial ordcrs and other documents 
ln which such contentlons might be mado. Much cleurer 
references havc bccn held inr.uf f iclont. For exarnplc, ln 
Hel nt;: K Co . v. Proyldcnl, Trndesmen ł ;; Mank R Trust Co.. 
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29 F.n.L). IM, 1^5 (h.D. Pa. 1961), lncorporatlon by reference 
of ccrtuln paragraphn and exhiblts from thc orJginal coinplalnt 
lnto a third-party complalnt In t,he same actlon was held 
vlolatlvc of Fcd. R. Clv. P. 8 because tho "reference . . . 
to certain paragraphs of the original complalnt [dld not 
lndicate] to what extent the allegations of the origir.al 
complalnt were being adopted and incorporated by reference." 

Paragraph 176(a) of the SCM complalnt thus fails 
on at least two grounds. It not only violates the precept 
against reference to pleadings in other cases — magnified 
six tlmes — but attempts to adopt all of "the reasons 
alleged in the six cases in support of invalidity, unen— 
forceability and fraud in pleadings, pre—trial orders and 
whatever other nameless documents may contain such "reasons." 
It is indeed ironie that, while taking. *ł2 prolix pages to 
State their antitrust claim, SCM errs so flagrantly in the 
other direction by not taking the trouble to state the basis 
of its patent claim at all. 
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. CONCLUSION 

For the foregoing reasons, Xerox respectfully 
reąuests tnat the First and Second Claims of the Complaint 
and the portion of the Third Claim predicated on the First 
be stricken with leave to refile without reference to the 
FTC' proceeding and evidentiary detail, and that SCM be di- 
rected to provide a morę definite statement of the vague 
and ambiguous portion of the Third Claim. 


Dated: September 1^,'1973 
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MEMORANDUM IN OPPOSITION TO DEFENDANT'S MOTION TO STRIKL 


UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF CONNECTICUT 


SCM CORPORATION, 


-against- 
XEROX CORPORATION, 


Plaintiff, 


Defendant. 


Civ. No. 15807 


SCM'S MEMORANDUM IN OPPOSITION TO 
DEFENDANT'S MOTION TO STRIKE 


First, we consider generał principles and related 
matters which compel denial of Xerox's motion to strike the 
First and Second Claims. In effect, Xerox seeks an order 
which would reąuire SCM to replead its First and Sec-nd 
Claims in generał and conclusory terms so that it will be 
easier for Xerox to deny such allegations gererally, and so 
that Xerox may avoid pleading to and admitting many of the 
allegedly objectionable specific allegations. 

Second, we advance additional reasons for the 
denial of Xerox's motion to strike allegations in the First 
and Second Claims which make reference to highly materiał 
admissions or averments by Xerox in its answer to the complaint 
of the Federal Trade Cornmission, statements by Xerox concerning 
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the Commission proceedings or reference to those proceedings. 

Third, we show that Xerox's motion for a morę def- 
inite statement concerning the allegations contained in sub- 
paragraph 176(a) of the Third Claim should be denied. 

No useful purpose would be served by any attempt 
in this memorandum to repeat or summarize the approximately 
50 paragraphs or subparagraphs of the First and Second Claims 
which Xerox contends are objectionable (Xerox's Memorandum 
in support of its motion, pp. 4, 5, 9-11), sińce the Court 
has the opportunity to review the complaint in whole and all 
of its parts. Therefore, reference in this memorandum to 
specific allegations of the complaint will be as limited as 
possible; and to the extent necessary, attention can be 
focused on specific allegations during orał argument. 

POINT I 

XEROX'S MOTION UNDER RULE 12 (f) TO 
STRIKE THE FIRST AND SECOND CLAIMS 
IN THEIR ENTIRETY SHOULD BE DENIED . 

Xerox contends (Xerox's Memorandum, p. 4) that SCM's 
first two claims should be stricken under Rule 12 (f) because 
they allegedly fail to comply with Rule 8 (a). Rule 12 (f) pro- 
vides that on motion timely madę by a party, or on the court's 
own initiative at any time, "the court may order stricken from 

any pleading any insufficient defense or any redundant, immaterial, 
impertinent, or scandalous matter." 

ifet, apart from its contentions 


concerning stat.ements 
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madę in or about the Commission proceedings with which we 
deal in Point II, Xerox does not contend that the First and 
Second Claims or any specific allegations in them should be 
stricken because allegedly "redundant, immaterial, impertinent, 
or scandalous". As a threshold matter, Xerox makes no conten- 
tion that those claims are insufficient as a matter of law or 
that any of the allegedly objectionable allegations create any 
doubts on its part concerning sufficiency. 

Instead, Xerox complains of the alleged "extraordinary 
length" of the complaint which it says has been achieved by 
the allegation of evidentiary detail including quotes from 
potential witnesses and documents, statistical data and specific 
facts relating to Xerox patents, revenues, profits, expenditures, 
equipment, and details of unaccepted license offers (Xerox's Mem¬ 
orandum, pp. 4-5).* Apart from the enormous value and usefulness 


Even were Xerox's characterizations correct, the rules do not 
provide for the striking of evidential matter — and certainly 
not for the striking of an entire claim because it contains some 
evidential matter — and the cases, in fact, explicitly permit 
the pleading of evidence. See Sinaiko Bros. Coal & Oil Co v 
Ethyl Gasoline Corp. , 2 F.R.D. 305 (S.D.n/y. 1942), where eviden- 

5?Sf y « I "5 t ?? r wa ® not stricken because "its inclusion appears to 
giye a fuller understanding of the complaint and is therefore 

See alSO Mit ^ he11 v * Hart. 41 F.R.D. 138 
l&.D.N.Y. 1966) (the evidentiary facts provided 'for a better 
understanding of the claim asserted"); Canadian Inąersoll-Rand 

Tfg4y\S-v,^ OV » nła i l & S ° n5> In ?‘ ' 227 F.sUFp. B29, 831 (N.D. Ohio 
( «yiden t iai matter assisted "in clarifying the dispute"); 

T w ~ D d T n at iS J; Cr own Zellerbach Corp. , 141 F.Supp. 118, 131 
IN.D. Ili, 1956) (evidentiary matters relevant and "provide a 
background for an understanding of the charges"). 
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which we discuss later in this Point of SCM's organized and 
specific allegations drawn from official Xerox sources, the 
contentions advanced by Xerox (even if well-taken, which they 
are not) would not under applicable generał principles support 
the striking of SCM's first two Claims or any of its allegedly 
objectionable allegations. 

A. Applicable General Principles. 

In synthesis of scores of reported decisions, Professor 
Moore has succinctly expressed the basie ground rules concerning 
the limited and extraordinary situations when the court's discre- 
tion should be exercised to strike an allegation or pleading under 
Rule 12 (f), and the liberality accorded the pleader to choose 
the manner of his own presentation. 2A Moore's Federal Practice 
at 2429-34 (1972). As he has stated: 

Motions to strike alleged redundant, 
immaterial, impertinent or scandalous matter 
are not favored. Matter will not be stricken 
from a pleading unless it is elear that it 
can have no possible bearing upon the subject 
matter of the litigation. If there is any 
doubt as to whether under any contingency the 
matter may raise an issue, the motion should 
be denied. Even if the allegations are re- 
dundant or immaterial, they need not be 
stricken if their presence in the pleading 
cannot prejudice the adverse party. 

(Id. at 2429-31)* 

* See, e.g. , Boerstler v. American Mcdical Association , 16 
F.R.D. 437, 445 IN.D. 1*11, 1954) , which noted that while 
"gross violations" of Rule 8(a) have led some courts to 

(cont.) 
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After quoting from a federal decision ( Sinkbeil v. 
Suhr^ 10 F.R.Serv. 12f, 21, Case 1 (D. Neb. 1946); that "short 

of abuse or practical impropriety, a reasonable latitude should 
be allowed to a pleader" and that only inunaterial matters which 
are calculated to be harmful should be stricken, Professor Moore 
goes on to State that: 

. . . where certain evidential facts, 
when read with the complaint as a whole, give 
a fuli understanding thereof, they need not be 
stricken. in suits involving multiple and 
complex issues greater latitude in pleading iriay 
be allowed sińce the impertinence may not be 
so elear. (IcL_ at 2433).* 

In considering the interrelationship of Rule 12 with 
Rule 8(a)(2) (on which Xerox relies), Professor Moore has stated 
that even where a pleading is prolix, "there is no necessity for 


(fn. cont'd) 


in corp - v - ^- lessDru ^ St ° res - 

* Professor Moore also points out that: "At times the court 
may i?i° per H y def< r r action on the motion until the trial." (id. 
at 2434) 'A motion to strike, like any other motion, must śtate 
with particulanty the grounds therefor." (Ibid.) 
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the court to draw fine distinctions between 'ultimate facts' 
and evidentiary facts 1 , and the pleading of evidence will 
often be tolerated if it aids in the presentation of a case 
or is harmless." (IęL at 1701-1702) 

The opinion by Judge (now Circuit Judge) Feinberg 
Atlant ic City Electric Co. v. General Electric Co. , 207 
F.Supp. 620 (S.D.N.Y. 1962) is most helpful in its exposition 
°f applicable generał principles. After discussing a number 
of decisions and authorities (including portions of Professor 
Moore's treatise described above, and the Nagler decision on 
which Xerox relies) (where, as Judge Feinberg said, the issue 
was whether the pleader had "pled too little", not whether 
"as here, too much") Judge Feinberg summed up as follows: 

These cases and modern notions of 
the pleading process in "big" cases 
express a useful approach: little is 
accomplished from attempting to prune 
complaints at this stage; they should 
be left intact unless matter is alleged 
whose materiality 1 l highly unlikely. 

If such matter is alleged, then the Court 
may strike it, in its discretion, depend- 
ing upon its assessment of other factors, 
including, possible prejudice, elements of 
unfairness and threat of delay. 

(Id. at 624.) 
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Judge Feinberg also referred, among other things, to 
the 1955 Report of the Attorney General's National 
Committee to Study the Antitrust Laws, which has direct perti~ 
nence to Xerox's present motion. The Committee considered 

i n nntitrust cases it was not merely desirable but necessary 
"to reąuire a plaintiff to State its charges in fuli and with 
adeąuate particularity" including by use of the vehicle of liberał 
granting of motions for a morę definite statement under Rule 12(e). 
(Ordinarily, as with motions to strike, motions for a morę definite 
statement are disfavored and as we point out in Point III, should 
be granted only where it is necessary to enable a defendant to 
respond even generally.) The Committee considered that specificity 
and particularity in antitrust cases are desirable if not necessary 
because a "prime problem is the lack of sufficient particularity 
of the issues to be tried"; and because where issues have not been 
carefully defined, under the Federal Rules there is "no effective 
limit upon the scope of discovery and, as a result, courts are 
turned into investigating agencies." The Committee also considered 
that factors contributing to this problem included "liberality 
in modern pleading practice" and "the reluctance of trial courts 
to resolve disputed issues of law in advance of trial, to compel 
the parties to reduce broad issues to those genuinely in dispute 
and to require that these issues be stated with particularity." 

(Id. at pp. 362 et seg .) 
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Although in most cases the liberał notice pleading 
provisions of the Federal Rules do not require a plaintiff to 
allege his claim with particularity, the interrelated provisions 
of Rule 9(b) are also instructive. That rule provides that when 
fraud or mistake is alleged, "the ci rcums tańcem constituting 
fraud or mistake shall be stated with particularity." As Judge 
Moore said recently in Segal v. Gordon , 467 F.2d 602, 607 (2d 
Cir. 1972), Rule 9(b)'s specificity requirement stems not only 
from the desire to minimize the number of strike suits, 

"but also morę particularly from the desire 
to protect defendants . . . when they are 
charged with serious wrongdoing" 

because, as he said, 

"It is a serious matter to charge a person 
with fraud and hence no one is permitted to 
do so unless he is in a position and is 
willing to put hinself on record as to what 
the alleged fraud consists of specifically." 

Aithough the rules do not require specificity with respect to an 
antitrust charge (as here, under Sections 1 and 2 of the Sherman 
Act which are both civil and criminal violations), certainly 
Xerox cannot complain when SCM has put itself on record as to 

what the alleged antitrust violations consist of specifically, 

• 

and afforded Xerox even greater notice of the matters which it 
must defend. 
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The Court of Appeals for the Fifth Circuit has also 
expressed as concreteiy as possible applicable generał principles 
in its decision in Atwood v. Humble Pil & Refining Co ., 243 F.2d 
855 (5th Cir. 1957), cert, denied , 355 U.S. 829 (1957). There 
the District Court had dismissed the complaint as "complex and 
prolix". The complaint as set forth in the Record on Appeal was 
madę up of 46 pages plus an additional 74 pages of exhibits. The 
Court of Appeals unanimously reversed, stressing the importance 
of giving the plaintiff wide latitude to present its claim as it 
in good faith chooses. The court stated: 

"Brevity is certainly desirable in order 
that the time of court and counsel may be con- 
served and the cost of printing minimized. But 
such considerations do not rank in importance 
with the right and the duty of a litiaant to 
present his demands through counsel of his own 
choosing and in a style and form of expression 
which represent the attorney's honest effort to 
present the claims according to his own notions 
of their merits and their strong and weak points. 

In the mechanics of getting his client's claim 
before the court, the attorney is allowed a wide 
latitude, and the claim is 'whatever the plain¬ 
tiff in good faith declares it to be;' and in 
the functioning of the judicial process, the role 
of the advocate ranks in dignity and importance 
with that of the judge." (Id. at 888) 


* 
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The court held that it was satisfied regarding the 
content and purpose of each allegation, that what is a "short 
and plain statement" "depends upon the circumstances of the 
case," and that a "careful reading of the complaint reveals, 
however, that plaintiffs had charted in detail the course they 
expect to follow in the prosecution of the various claims 
alleged." (£d. at 887, 889) We think that on examination of 
SCM's complaint, this Court will reach the same conclusion. 
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B. The Constructive Cor.sequences of SCM's Specificity 
and Particularity. _ 

At bottom, the apparent purpose of Xerox's motion is 
to require SCM to replead its First and Second Claims in a 
manner which Xerox would presently prefer along the lines 
of the Litton complaints filed in this Court in 1972 consisting 
of brief, generał, conclusory allegations. Xerox can then 
simply deny generally all of those materiał operative allega¬ 
tions as it did in those cases. 

Because drawn from official Xerox sources (in- 
cluding annual reports, registration statements, recorded 
speeches or statements by the most senior Xerox officials on 
its behalf and other published statements), Xerox seeks to 
avoid the necessity of pleading to those allegations and ad- 
mitting many of them or substantial porcions of them. Xerox's 
motion seems to reflect an attempt to make an important case 
bigger, morę complex and amorphous, rather than making an 
important case smaller and simpler in its litigation dimensions 
for the parties and for the Court. 

The pleading by SCM of the complaint in its present 
form and the pleading of an answer by Xerox which is responsive 
to it, has many constructive consequences. To the extent that 

i 

matters are admitted, pleading admissions ultimately serve 
as evidence. They serve to eliminate or reduce the scope of 
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pretrial discovery and devices such as interrogatories, document 
demands, depositions and reąuests for admission on the subjects 
involved. For example, if paragraph 26 or substantial 
portions of it is admitted, the need for further pretrial 
discovery, as to the subject matter involved is circumscribed 
and limited. We make reference to this single example and a 
few others, recognizing the possible danger that it might be 
contended that we have selected particular examples, and omitted 
others, because the selected examples best illustrate our point. 
However, we are prepared at orał argument or in any further 
writing if the Court desires, to point out precisely the material- 

ity and usefulness of each and every allegation to which Xerox 
objects. 

Pleading admissions serve further as a tool in the 
Court's determination of disputes concerning particular items 
of discovery sought by one party or the other. Indeed, plead¬ 
ing denials by Xerox of specific allegations by SCM serve to 
focus on the areas of dispute and the extent to which further 
discovery is or is not appropriate. Thus, any objections which 
Xerox may advance to SCM's interrogatories and document requests, 
or conversely, by SCM to Xerox's document reguests or interro¬ 
gatories, can be morę easily and precisely adjudicated. 

In the end, the specificity and particularity of 
SCM's complaint and Xerox's pleading to that complaint, will 
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aid in delineating the genuine areas of undisputed and disputed 
fact, and will aid and substantially accelerate the ability 
of the Court to define and adjudicate the legał issues arising 
from the facts. 

We think that SCM's complaint is entirely in accord 
with Professor Handler*s plea in 1951 that in order to avoid 
the expensive and unfair burdens to defendants (and we would 
add plaintiffs) of protracted antitrust litigation, such cases 
should not be "overtried" and that "maximum ingenuity [should] 
be exercised in simplifying the charges." "New Frontiers 
and Complexities" (1951), reprinted in Handler, Twenty-Five 
Years of Antitrust, at 159 (1973). 

, Although, as we have shown, evidentiary matters 

presented in an organized fashion which aid in a presentation 
of the charges and amplification of issues will not be stricken 
and are desirable, much of what Xerox objects to as allegedly 
evidentiary statements is not evidentiary at all. For example, 
many of the words expressed publicly by the most senior Xerox 
officials on Xerox's behalf are themselves operative facts, 
such as those contained in paragraphs 33 (a) (b) and (c) to 
which Xerox objects. Among other things, they constituted 
Communications to others who might be interested in attempting 
to develop plain paper copiers that Xerox considered that it 
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had a patent lock on the technology involved; and that ar.yone 
in considering the manufacturing and marketing of plain 
paper Office copier eąuipment must be wary of patent infringe- 
ment claims by Xerox. They also show the operative fact 
of Xerox's recognition that by virtue of thoce patents, Xero;: 
at the times involved possessed monopoly power over the skill 
and technology of xerography and plain paper Office copying. 
Moreover, as SCM has alleged in paragraph 92, both the "words 

and deeds" of Xerox have operative,meaningful effect. 

•*«» 

The words and conversations alleged in paragraphs 

85 through 88, including those in paragraphs 87 and 88 to 

which Xerox objects (concerning the "strange places" where 

enforceable claims in Xerox patents may be located), also 

constitute allegations of operative facts - namely the making 

of the statements as an implied threat and Xerox's conscious 

recognition in 1963 (when it owned about 250 xerographic patents^ 

cf the cxi stence of a "patent thicket." To use only one further 

example, Xerox objects to paragraph 121 (which in turn refers 
co parayrapn v/here xerox's very act in ass^rtiny 

the words involvcd is an operativc fact. 

To the extent that SCM's complaint precisely alleges 
or quotes words expressed by Xerox or by high officials on its 
behalf where the actsin expressing those words are not themselves 
operative facts, Xerox hardly can complain about such specificity. 



1 
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Such allegations only give greater notice of the naturę, 
substance and basis of SCM's allegations and enhance the 
ability of Xerox to plead specifically. For example, para- 
graph 12, the first paragraph to which Xerox objects, 
alleges highly materiał facts concerning market definition 
and the limited extent of competition in the words of Xerox's 
own present chief executive officer. That allegation, as 
well as the others like it, could have been madę without the 
precision of ąuotation marks, and without reference to who 
madę them. But as pleaded, Xerox has greater notice concerning 
both the substance of SCM's charge and what SCM considers to 
be an unimpeachable basis for that charge. Xerox is on notice 
at the outset of the litigation of the important defensive 
problem it faces if it seeks to rebut that allegation. 

With respect to all of the 50 paragraphs or sub- 
paragraphs to which Xerox objects, Xerox seeks to eliminate 
from the complaint many of the factual building blocks on 
which SCM 's alleged ultimate legał conclusion*’ are based. 
Striking any of those allegations can serve only a destructive, 
not constructive purpose. 

SCM's position on this motion is much like the 
stance asserted by Xerox in its motion for a morę definite 
statement with respect to the complaint of the Federal Trade 
Commission, a copy of which will be handed up at orał argument. 
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Xerox elected to generally deny the generał conclusory 
operative allegations of the Litton complaint without further 
ado. However, in its memorandum in support of its motion for 
a morę definite statement with respect to the subseąuent and 
morę specific allegations of the Federal Trade Commission 
complaint (a copy of which will also be handed up to the 
Court at orał argument), Xerox complained that specified 
allegations in that complaint "are obscure conclusions, rather 
than elear factual statements sufficient to inform Xerox 
with reasonable definiteness of the type of conduct being 
challengee] (pp. 2-3). Xerox asserted the need for greater 
specificity with respect to a number of the Commission's 
allegations, including those that Xerox has been engaged "in 
developing and maintaining a patent structure of great size 
complexity and obscurity of boundaries" (Id. at p. 13).* 

SCM has here provided such specificity, but Xerox now objeets. 

Moreover, soon after joinder of issue on the 
pleadings, and in aid of Xerox's plea for greater ąxcificity 
by the Commission Staff so that Xerox would be better able to 
prepare its defense, Xerox's motions were granted requiring 
the Staff to identify the types of facts it intends to prove 
and for identification of documents the Staff Preliminarily 
intends to use. 

*A1though as a formal matter Xerox's motion was donied, as 
a practical matter Xerox obtained substantial further speci- 
icity provided in the Staff's answering memorandum to that 
motion. 
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In short, Xerox's motion here is nothing morę than 
a tactic or stratagem - a "double reverse" - to make these 
proceedings substantially morę protracted, complex and 
amorphous , and morę burdensome to SCM. At the very outset 
of this case, Xerox is attempting to impair SCM's legitimate 
attempt at the pleading stage to simplify as much as possible, 
and to secure expeditiou3 ccmpletion of discovery and 
adjudication of the legał issues raised by its First Claim. 


E 
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POINT II 

THE ALLEGATIONS CONCERNING MATTERS ASSERTED 
OF INVOLVED IN, OR RELATING TO THE 
COMMISSION PROCEEDINGS, SHOULD NOT BE STRICKEN. 


Xerox argues that eight specific paragraphs containing 
matters asserted or involved in, or relating to the Commission's 
proceeding against Xerox be stricken because allegedly pre- 
judicial and without relevance. Xerox first sets up a straw 
man that Section 5(a) of the Clayton Act provides no basis for 
the allegedly objectionable allegations. But it is a conten- 
tion which is wholly irrelevant to the issues of the propriety 
of those allegations and whether they should be stricken. 

There is simply no claim in the complaint, and we make nonę, 
that the pendency of the Commission proceedings, the averments 
by Xerox in its Answer, the statements by senior Xerox offi- 
cials concerning that proceeding and the other related matters, 
constituted any "finał judgment" and have any Clayton Act, 

§5(a) effect. 

Xerox then misrelies on the decision by the First 
Circuit in International Shoo Muchinery Corp. v. United Shoe 
Machinery Corp ., 315 F.2d 449 (1963). If that decision 


expresses the law of this Circuit (which is extremely doubt- 
ful under Gottesmnn v. General Motors Corp. , 414 F.2d 956, 
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962-963 (1969) , cert , denied 403 U.S. 911), it and the 
other cases cited by Xerox are not pertinent here sińce 
the allegations stricken in those cases were irrelevant or 
only marginally relevant as "background" and were potentially 
prejudicial as actual adjudications of prior wrongdoing. 

The allegations contained in the eight allegedly 
objectionable paragraphs of SCM's complaint do not fit into 
any of tho3e categories and are hardly "background", as 
alleged and in the context of their surrounding allegations. 
Thus, paragraphs 103 and 116 immediately precede, rospectively, 
the allegations concerning the license offers nade by Xorox 
in 1970 and 1973. Theybear on the ąuestion of whether the 
commencenent of the Commission investigation in 1969 and the 
filing of the proposed complaint and complaint in late 1972 
and early 1973 constituted the reason or one of the reasons 
prompting Xerox to make those offers. They bear on the 
issue of whether those liccnse offers were "illusory" and 
the ultimate antitrust charges madę by SCM because they may 
relate in part or in whole to Xerox's intent and the bona 
f ides or mała fides of Xerox in making those offers. In any 
event, as Judge Kirkpatrick held in one of the electrical 
equipment cases, reference by a privatc party to the pendency 
of a civil action by the government against the defendants in 
the pleading cannot "possibly prejudice anybody". City of 
Philadelphia v. Westinghouse Electric Corp ., 

Cases 1170,143 (E.D. Pa. 1961). 


CCH 1961 Trade 
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If at a subsequent juncture of the proceedings 
Xerox were able to demonstrate the unquestionable immaterial- 
ity and prejudice of those allegations, it would be sufficient 
to strike them at that time. As Judge Feinberg held in 
Atlantic Cit y Electric Co. v. General Electric Co. , 207 F.Supp. 
620/ 629 (S.D.N.Y. 1962), where allegations concerning the 
pendency of government civil injunctive proceedings may have 
materiality (there to a statute of limitations question), they 
will not be stricken. 

As is plain, the allegations contained in paragraphs 
170(b) and 170 (c) to which Xerox objects (Memorandum, p. 10) 
advance additional reasons for the expeditious adjudication 
and granting of the equitable preliminary and permanent in- 
junctive relief which SCM seeks in this action; SCM's standing 
to seek that injunctive relief under the standards laid down 
in Gulf & Western Industries, Inc. v. The Great Atlantic & 
Pacific Tea Co., Inc ., 476 F.2d 687, 693 (2d Cir. 1973); and 
for proceeding to adjudicate SCM's First Claim as. expeditiously 
as possible. For, in the long run, if, as SCM alleges and 
intends to prove, any effective enforceable Commission decree 
(assuming Xcrox s jurisdictionctl objections are rejected) is 
at best long distant, the mere passage of a protracted period 
of time before an adjudication of SCM's allegations in its 
First Claim may deprive SCM of the relief to which SCM is 
entitled, even though such an ultimate adjudication wero 
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favorable to it. In short, solely through delays in time 
in this case, and the other matters alleged in paragraphs 
170(b) and 170(c) , Xerox might defeat as a practical matter, 
the lawful opportunities of SCM to compete in the manufacture 
or marketing of plain paper Office copiers. 

With respect to paragraphs 34, 42, 48, 77 and 137 
to which Xerox objects (Memorandum, pp. 10-11) which contain 
averments (which SCM contends are pertinent admissions) of 
highly materiał facts, it is unquestionable that assertions 
by a party in a pleading in another case, which are determined 
to be admissions against interest, are admissible. That 
principle is, as expressed in Ross v. Philip Morris & Co. . 

328 F.2d 3, 15 (8th Cir. 1964), that 

. .an admission in a pleading in one action 
may be received in evidence against the pleader 
in another action to which he is a party, in 
favor of a party to the latter action, provided 
the admission is relevant and materiał to the 
issues being litigated." 

See also 4 Wigmore, Eyidence; S 1066, p.74 et seg.(Chadbour 
rev 1972); McCormack on Eyidence . p.635 (2d ed. 1972). cer- 
tainly, the allegations madę in paragraphs 34, 42, 48, 77 
and 137 are highly materiał and relevant to the issues 
in this case. At least SCI1 should be permitted to contend 
at this pleading juncture thct such allegations are materiał. 
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Attribution of the source of those allegations produces 
neither prejudice nor immateriality. 

SCM's views conćerning the enormous importance and 
materiality of the allegations concerning Xerox's patents con- 
tained in paragraphs 34(a), 34(b), 77 and 137 should be 
briefly elaborated. SCM alleges among other things, that 
as Xerox has admitted in its Answer to the Commission's 
complaint, "a primary factor contributing to [Xerox's] present 
market position is 'patents issued by the United States 
Government'". 

Under S 154 of the Patent Act (35 U.S.C. § 154) a 

0 

patentee is granted a negative right for the life of the 
patent "to exclude others from making, using or selling the 
invention (covered by the patent) throughout the United 
States" for the term of the patent. Thus, if as Xerox itself 
admitted, a primary factor contributing to its present market 
position (which is unquestionably substantial however broadly 
Xerox attempts to define relevant market or "part of commerce") 
is patents issued by the United States Government, it has 
conceded that such market position has been materially pro- 
duced by its possession and use of the anticompetitive power 
to restrain or exclude others from using, making or selling 
the inventions uescribcd in its numerous xerographic patents. 
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The issue of the lawfulnęss of Xerox's acquisitionsand prac- 
Łices in connection with those patents under Clayton Act 
S 7 and §§ 1 and 2 of the Sherman Act is thus reached directly 
whether the market or part of commerce is defined as the 
skill and technology of xerography, or the manufacture or 
marketing of plain paper Office copies or morę broadly 
than that. 

Under § 261 of the Patent Act (35 U.S.C. 261), 
subject to the provisions of the Patent Act "patents shall 
have the attributes of personal property." Patents have 
been construed to be "assets" within the terms of Clayton 
Act S7 and any contracts by which the ownership or use of 
patents has been acquired are subject to the tests of §§ 1 
and 2 of the Sherman Act. (See the decisions cited in the 
1955 Attorney General's Committee Report, p. 227, fn 21; and 
the 1968 supplement to that Report, Antitrust Developments 

p. 169 and the pocket part thereto covering further 
antitrust developments to 1971, p. 52.) 

Indeed, solely on the basis of the admissions madę 
by Xerox in its Answer to the Commission's complaint (as 
alleged in these paragraphs of SCM's complaint), and Xerox's 
predictable view that on its definition of market it possesses 
approximately a 30% share (despite SCM's disagreement as to 
market definition and market share), SCM will contend that at 
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minimum Xerox's patent acquisitions and pat ,it practices by 
agreement, here and abroad, constitute at minimum violations 
of Clayton Act S 7 and $ 1 of the Sherman Act as a matter of 
law. 

Xerox's motion to strike the eight paragraphs 
involved snould therefore be denied for all of the foregoing 
reasons. Of course, the Court or jury will ultimately deter- 
mine whether SCM's factual and legał contentions are sound but 
there exists no reason to strike the pieading allegations in- 
volved at this juncture. In any event, sińce all of the matters 
which are alleged constitute public information, even if at some 
futurę juncture in these proceedings Xerox were to establish 
conclusively the soundness of its contentions as to some or all 
of the allegations involved, it would be sufficient to deal 
with such matters at that time. Xerox should plead to those 
allegations so that a determination can be madę as to what 
is or is not undisputed or disputed, and the issues of fact 
and law can emerge with clarity at this time. Moreover, the 
attribution of the source of those allegations does not 
prejudice Xerox and as in many other instances can only serve 
to advance the case. 
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POINT III 

THE ALLEGATIONS CONTAINED IN SUBPARAGRAPH 176(a) 
DO NOT REQUIRE A MORĘ DEFINITE STATEMENT. 


As Professor Moore has stated: 

. .Rule 12(e) States clearly 
that a motion for a morę definite statement 
is proper only 'if a pleading to which a 
responsive pleading is permitted is so vague 
or ambiguous that a party cannot reasonably 
be required to frame a responsive pleading.'" 

(2A Moore'8 Federal Practice , at 2387.) 

Paragraph 176(a) which Xerox challenges is not "so 
vague or ambiguous that a party cannot reasonably be reąuired 
to fiame a responsive pleading". In view of the continuing 
pendency of those other patent litigations concerning the 
Middleton-Reynolds '006 patent which Xerox contends in those 
actions are valid and enforceable in all respects, Xerox can 
simply deny the allegations of paragraph 176(a). If it desires, 
it can go on to generally aver such validity and enforceability 
for the reasons alleged by it in those litigations. Certainly 
Xerox knows the reasons alleged by its adversaries in pleadings 
or pretrial orders for the invalidity or unenforceability of 
that patent. It would exalt form over substance to reąuire a 
summarization by SCM of all of those reasons to further extend 
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the length of SCM's pleading on a claim whose adjuuication, 
and any proceedings with respect to it, plainly should be de- 
ferred until the conclusion of one or morę of those other 
litigations. 

Moreover, under the Magier decision, on which Xerox 
has relied with respect to its contentions as to SCM's first two 
claims, Xerox has been given sufficient generał notice at tne 
pleading stage of SCM's claims concerning that patent, not only 
in subparagraph 176(a) but also in subparagraphs 176(b) and (c). 

The propriety, indeed the desirability of the manner 
in which SCM has pleaded pubparagrąph 176(a) is a natural pro- 
cedural consequence cf the Supreme Court's decision in blonuer - 
Tongue Laboratories , inc. v. University of Illinois Foundation , 
402 U.S. 313 (1971). In that case, the Court held, in partially 
overruling one of its prior decisions, that a patentee is col- 
laterally estopped from asserting the validity and enforceability 
of its patent against anyone else if an adverse determination 
has been madę in a prior proceeding where the patentee had tne 
opportunity to fully litigate the quostions involved. 
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Blonder-Tongue reached its substantive ruling after 
careful consideration of many factors, including the proper al- 
location or misallocation of the resources of litigants in 
patent proceedings (402 U.S. at 329). As applied here proced- 
urally, if any of the pending and advanced* patent litigations 
c oncerning the patent produces results adverse to Xerox, it 
would be an unnecessary misallocation of the resources of the 
parties here to do anything furtner on these issues until such 
terminations• Xn the ovent that in all of those other pending 
litigations Xerox fully vindicates its patent, it would be time 
enough to ,require SCM to specify tnrough interrogatories or 
tnrough the use of other flexible procedures available under the 
Federal Rules, which specific reasons, if any, SCM would then 
choose to pursue in further litigation with Xerox. 


Tne Xerox-bennison litigation concerning the patent is scheduled 
for trial sometime cnis fali beiorc Judge Weinfeld in the 
Southern District of New Yorc. 


E 



Memorandum in Oppoeition to Defendant'8 Motion to Strike 


CONCLUSION 


Xerox's motion should be denied in all respects. 


Respectfully submitted. 


STEPHEN RACKOW KAYE 

RONALD S. RAUCHHERG 

Proskauer Rosę Goetz £> Mendelsohn 
300 Park Avenue 
New York, N. Y. 10022 

JEROMĘ GOTKIN 

Widett & Widett 

100 Federal Street 
boston, Mass. 02110 

IRA A. GRUDJERG 

Jacobs, Jacobs u Grudberg 
207 Orange Street 
New iiaven, Conn. 06 503 

Attorneys for Plaintiff 
SCM Corporation 


Dated: September 20, 1973 
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otT D:ri:nDM.T , r> r.oric-:? to jjtrike 


This is a rnotion by defendant Xerox Corporation 

attacking the complaint filcd against it by plaintiff SCM 

Corporation. The corcplain*- prcscnts three clairns. The 

firct, Gecking injunctive relief, and the second, seeking 

trobi o. dnraages. allcge violations of §5 1 and 2 of the 

Slicrman Act and § 7 of tho C]cyton Act in connection with 

defondant's manufacture and marketing of plain papcr copicrs. 

Tho third claim attacks the validity of Xerox's Hiddlcton- 

• ... . ' • 

Reynolds '006 patent and sccks trcblc dnmages for royalties 
paid by plaintiff pursuant to a 1968 license agreement v;ith 
defendant pertaining to coatcd paper copicrs; the patent is 
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attackcd in part bccausc of the acts alleged iu thc first 
claim and also bccause of fraudulent procurcment. 

Xerox movcs pursuant to Fcd. R. Civ. P. 12(f) to 
strike thc first two claiins and that portion of thc third 
claini bascd on thc first clnin for thcir failurc to coroply 
vith Fcd. R. Civ. P. 8, in that they aro unduly prolix and 
Inden with cvidcntinry rantter, and net « short and plaic 
stntcment of thc claim. The balancc of thc third claim is 
attackcd pursuant to Fcd. R. Civ. P. 12(c) as bcing too 
vaguc, in that the grounds of patent invalidity arc allcgcd 
solely by rcfcrcnce to reasons set forth in plcadings in 
other cascs, somc of vhich arc pendmg in thc Southern 
District of New York. Xcrox is thus complaining that thc 
SCM corcplaint is at once too long and too short. In both 
respects Xerox is right. 

The first and second claiias are set forth in 170 
paragraphs consuming 42 printed pages. .While length alone 
docs not indiente a violation of Rulc 8, thc content of this 
complaint far exceeds the fair bounds of federal plcading 
rules. Evidcnce is set forth in cxtraordinary detali, 
including fregrcentery quotatior.s fron prospcctivc v;i tnesnes 

and various documents, including press relcases. An antitruclt 

. • ' 

claim may well require morę elaboration than a simple action 
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for debt or trover, but it is the claim that chould be 
pleadcd, not tho dctails of thc cvidence that support the 
claira. Fact-plending contcraplatcs only escential factc, not 
the mass of evidcnce that nllegedly Justifies a findi.ng of 
those csscntial facts. Johns-I^anyille Sale s Corn. v. Chi er?'*, o 
Ti tle Ti-u^Co. , 261 F.Supp. 905 (II. D. 111. 1966); Kc-tro- 
poi i tr.n Thcatrc Co, y. Warner Bros. Picturcs. Inc. . 12 F.R. L). 
.jl6 (S,D. II,Y. 1952); United Stat es ox rei. Holland v, 
Mnroney , 299 F.Supp. 262, 263 fW.D. Pa. 1969). 

In opposiug thc n.otion, SC.1 hns candidly cet forLh 
its lcacon for nuch a dctailod coraplaint. By allcging a 
niultitude of facta Lhat it belicvca can be rcadily doettnented 
and nay wcll not be dieputed, it hopcc to obtain from defci.d- 
r.nt'o cnsv;cr ndraissions that will obviatc the r.ccd for much 
discovcry. But that procoss is aynilablo to plaintiff under 
the diccovcry rules which proyidc for thc cubnissJon of 
rcqucsto to adrait any relevant raatters of fnct. Fcd. R. Civ. 
P. 36. The function of a coitplaint is siraply to gi vc notice 
of thc clairas, to framc the lssucs. Thcre io nothing to 
prevent plaintiff from eubmitting nccrly all thc ailegations 
of its procent coraplaint as requcsts to adrait, once it has 

coraplied with Rule 8'o rcąiiiremcnt of a "sinplc, concise, and 
diroct plcading." 
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I Of course, SCM nccd not and chould not go to the 

other crtrcmo of eubmitting conclucory allegntions. Partie* 
ulari.zation of the Claira ia helpful, especially soiac 
specificity as to the plcader's theory of the antitrust 
ylolatlons. Reasonablc latitirde cught to bc given so that 
the complnint will be a helpful documcnt in the futuro course 
of the litigation. This complnint, in its present form, docr. 
not clcrify, but actually obscurcs the naturo of the claims 
amid the welter of evidcnce. Whatevcr chances it hn 3 of 
bearing fruit will bc incrcased by thorough pruning nt this 
carly etage. 

Xerox also complains of the inclusion in scvcrnl 

t 

paragrcohs of rcfcrcnces to a pending procccding ngninet it 
brought by the Kedcrnl Trnde Coaanicoion. SCI Juotifieo thcsc 
rcfcrcnces os materiał nllegationn of facto to chow thet 
licence offers rade by Xeri>:c v:cre illuoory in that they \;ore 
rmdc only as a rccponse to the FTC procccding. Allegationc 
conccming failure to offer licenscs on reasonablc terms will 
adcquatoly frame the ificuc on this point, Wlicther the PIC 
cetion enn bc citod a3 the couse of "illusory" offers rair.es 
questions best dealt witli on the admissibility of evidcncc. 

V7ith rcspect to SC-1's allegation of invaliclity of 
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the '006 patent "for each of the reasons allegcd" in othor 
actions pending in this Diutrict and in the Southern Dictrict 
of Kcw York, a morę definite statoment is requircd. A coii- 
piaint doos not aatisfy Rule 8 when it purports to incoroorntci 
by reference alJcBationo ir other lawsuits. See Teras ITater 
Supply Coro. v. Roconntruction Fin ars cc Corn. . 204 I'.2d 190 
(5th Cir. 1953). 

SCH yirtually concedes the inadcquacy of the 
pleading, but contcnds that any clarification should awnit 
the outcoxo of the other cuits in v;hich the validity of the 
OOo patent is in issuo. Uhother the validity issuc in this 
litigation should bo stayed is a acpnratc mattor on v/hich 
Xcro.c is cntitlcd to be hcard« An inadcqunto pleading that 
rcquires subscquont specJ f ication cannot be uscd as a dcv.Lco 
to nccomplish the eficct of a stay. SOI has clcctcd to 
incluile in its lawsuit in thia District o clairo of patent 
invaliJity. That claisn nust be proporly plcnJcd. \.’hotcver 
misallocat.ion of recourcoc io to bo nvoi.dcd by the doctrino 
of Hlonder-Tongnc 1 .sk ora tor i er. , Tnc . v. UmI verr I ty o f j ) } , \. 

1 o inHat.lrn . 402 U.3, 313 (1971), docs not lnclude the u ir.es 
rcquircd of n plaintiff to draft a proper complaint. 

• Accordingly, Xerox‘s motion to ctrih.c the firce 



E 56 

leaieion on Defendanfe Motion to Strike 

and sccond clain.s of the complaint cnd so much of the third 

•w 

clnin as rcllcs on the first clain is yrcntcd, as i9 the 
Xcrox rcotion for a moro dcflnitc staterr.ent with respect to 
tbc bolance of the third claim, without prcjudice to the 
filing of a ncw coirplaint by SCI within thirty days. 

D^tcd at New llaven, Connecticut, this Q day of 
Octobcr, 1973, • 

Jon 0. Ncx;pan _ 

Jon 0, het.Yian 

United States District Jud^c 
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UNITED STATES DISTRICT COURT 
POR THE DISTRICT OF CONNECTICUT 


SCM CORPORATION, 

Plaintiff, 

-agalnst- 
XEROX CORPORATION, 

Defendant. 

x 

DEFENDANT 1 S PARTIAL ANSWERS AND RE¬ 
SPONSES TO CERTAIN OF PLAINTIFF'S IN¬ 
TERROGATORIES AND DOCUMENT REQUESTS 
_ RESPECTINO ITS FIRST CLAIM _ 

Defendant, Xerox Corporation ("Xerox"), submits 
the following partial ansv/ers and responses to certain of 
Plaintiff's Interrogatorips and Document Requests Resp-^ct 
ing i^s First Clalm ('Flaintiff's Discovery Reąuest')" in 

compliance with the letter agreernent between counsel of 
September 18, 1973. 

To the extent that certain pages of this document 
or reąuected documents, or documents 3peclfied pursuant to 
Rulc 33(0 of the Federal Rules of Clvll Procedurę, are 
produced and are labelled "confldentlal" by Xerox regard- 
lecs of category, the letter agreement of confldentlality 


X 


Civ. No. 15807 
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between counsel dated September 26, 1973 shall govern 
their treatment. 

In a separate document, entitled "Defendant '3 
Response to Plaintiffs Interrogatoriea and Document Re- 
ąuests Respecting its First Claim," Xerox has stated its 
objecticns to wricus "Items"* of plaintiffs discovery 
request. 


•PlatntiJ l has adopted tho term "Itcrn" to refor to the spe 

clficatlano of Its discovory request, and Xerox uses that 
term nerein. 
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Defendanfs partial answers and responses are as 

foliowa:* 

Item No. 3 

Identify by model number: 

(a) each plain paper Office copier manufac- 
tured or marketed by Xerox at any time; 

(b) each coated paper Office copier manufac- 
tured or marketed by Xerox at any time; 

(c) each other coated paper Office copier 
manufactured or marketed by Xerox at any time; 

(d) each duplicator manufactured or marketed 
by Xerox at any time; and 

(e) each other copier and each other duplica¬ 
tor manufactured or marketed by Xerox at any time. 

m 

Defendanfs Response to Item No. 3 

(a) Xerox has manufactured and marketed the 
following eąuipment: 

Xerox 914 Xerox 1824 

Xerox 420 Xer.,x 1860 

Xerox 720 Xerox Standard Eąuipment 


Xerox 1000 
Xerox 813 


Xerox Standard Eąuipment 
Model 1218 

Xerox Copyflo 24 


•Defendanfs resj-on-es conforn to tłie definitions in Plalntiffs 
Discovery Reąuest, but defendant makes no concession as to 
their accuracy. 
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Xerox 

330 

Xerox 

Copyflo 

24 C 

Xerox 

660-III 

Xerox 

Copyflo 

11 

Xerox 

660-1 

Xerox 

840 


Xerox 

2400 

Xerox 

600 MEP 


Xerox 

3600-111 

• 



Xerox 

3600-1 




Xerox 

7000 




Xerox 

4000 


• 


Xerox 

3100 





(b) Nonę. 

(c) Nonę. 

(d) Xerox has marketed the following eąuipment 
Xerox Offset 8500 

Xerox Offset 8503 
Xerox Offset 8300 
Xerox Offset 8305 
Xerox Offset 8320 
, (e) Nonę. 

Item No. 4 


For each such model: 




Rartial Ansuere and ResponRes to Certain of Plaintiff'e 
Intevrogat\>rie b and Document Reąucste 

♦ 

(b) state the datę on which it was first mar- 
keted and whether it is still being marketed today; 


(e) state the revenues pruduced as a result of 
its marketing by Xerox in each of the years 1960 through 
1972; ' 

0 

• - 

V • « « 


(k) produce documents setting forth cach 
price term (including minimums, guarantees and time 
periods) at which it ever was available (whether for 
aale, lease or rental and whether alone, together 
with other eąuipment or pursuant to any plan, includ¬ 
ing any Machinę Utilization Plan or other form of major 

account pricing) during the period January 1, 1960 to 
datę. 


i 
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Defendanfs Response to Item3 No. 4(b), 4'e) and 4(k) 


(b) 

The dates 

are from prlce lists. 

1 

Xerox 

914 

January 1, 1960 

Xerox 

_420» 

March 15, 1965 

Xerox 

720 

March 1, 1966 

Xerox 

1000 

August 1, 1972 

Xerox 813 

September 25, 1963 

Xerox 

.12°* 

October 15, 1965 

Xerox 

660-III 

Aprill, 1967 

X 

* 

i 

0 

X 

660-1 

July 1, 1968 

Xerox 

0 

0 

■=T 

ru 

September 12, 1965 

Xerox 

3600-111 

June 1, 1968 

Xerox 

3600-1 

February 1, 1969 

Xerox 

7000 

September 1, 1969 

Xerox 

4000 

July 2, 1971 

Xerox 

3100 

May 1, 1973 

Xerox 

Offset* ' 

November 1968 

Xerox 

1824 

July 1, 1960 

X 

re 

i 

0 

X 

1860 

February 1, 1964 


•.No longcr being markcted. 
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Xerox Standard 
Egulpmcnt 

Xerox Standard 
Egulpmcnt 
Model 1218 

Xerox Copyflo 2*1 

Xerox Copyflo 2^C 

Xerox Copyflo 11 

Xerox 8^0 

Xerox 600 MEP 

(e) See Exhlblt I 
flled wlth the Court under a 


Prior to January 1, 1960 
Prlor to January 1, 1960 

Prior to January 1, 1960 
Pebruary 1, 1960 
Prior to January 1, 1960 
November, 1970 
July 1968 

attached hereto, whlch is 
al and ls to be treated 


as confldential pursuant to the letter agreement of 
confldentlallty between counsel dated September 26, 
1973. 


(k) Plaintiff ls refcrred to the documents 
already produced ln response to Item No. 1, whlch re- 
late to FTC Speclflcations 2 and 23. Additional docu¬ 
ments are belng madę available (Nos. SA 1 through SA 
228 ). ' 

Item No. 8 

. To the best of Xerox’ knowledge, Information 
and belief, identify by model number, manufacturer and 
marketer every plaln paper Office copler manufactured 
or marketed at any tlme by any person other than Xerox, 
Rank-Xerox and Fuji-Xercx. 




N 
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Deferdant^s Response to Item No. 8 

MANUFACTURER AND/OR MARKETER MACHINĘ MODEL 

% 

Addressograph-Multigraph 
Apeco 

Cavalier Products 
Oraphic Communications 
IBM 

Litton 

Paul B. Williams, Inc. 

Remington Rand 
Reprox 
Savin 
*Saxon 
3M 

Van Dyk 
Item No. 12 

State whether Xerox knows, or has reason to 
believe, that any person at any time manufactured or 
markctcd copying eąuipmont (which term does not include 
duplicatoro) having the capability of producing copies 
or images on plain or bond paper which did not operate 
on an electrostatic principle .... 

Defcndanfs Response to Part of Item No. 12 
Defendant knows of nonę. 


AM-6000 
Van Dyk 4000 
Royal Bond II 
Copython Royal Bond 
8700 

Copier II 
Litton Royal Bond 

Van Dyk 4000 
530 

Reprox-10 
Savin 300 
Saxon PPC-1 
VHS 

VHS Reduction Unit 
Van Dyk 4000 
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Item No. 13 

State the types or classifications of customers 
presently used by Xerox in connection with its marketing 
of plain paper Office copiers (e.g., federal government, 
State government, municipalities, Insurance companies, 
manufacturing concerns, banks, law firms, accounting 
firms, leasing companies, etc.). 

Defendant ł s Response to Item No. 13 

Plaintiff is referred to a document entitled 
"The New Marketing Codę Reference Manuał (1973 Edition)," 
a copy of which is being madę available (Nos. SA 229 
through SA 277). 

Item No. 1*< 

(a) State the revenues received by Xerox from 
its plain paper Office copying activities in each of the 
years 1960 through 1972 and, if available, also for the 
Uftitcd States alone. 

• » • 

Pefendant , s Response to Item No. l*J(a ) 

Plaintiff is referred to documents already 


produccd in response to Item No. 1 whlch relate to PTC 
Spccificatlon 13, and to the response to Item No. 4 
givon above. 
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Item No. 15 

State the profits before taxes on the revenues 
referred to ln answer to Item l^ł. 

Defendanfs Response to Item No. 15 

Plaintiff ls referred to documents already 
produced in response to Item No. 1 which relate to FTC 
Specification 13. 

♦ • i ’ 

Item No. 16 

Identlfy by inventor, number and datę and 
country of issue, and by the following categories, each 
patent ln or related to the field of xerography, at any 
tlme: 

(a) owned by Xerox, alone or Jointly; 

• « t 

Pe fendant’5 Response to Item No. l6(a) 

Plaintiff is referred to documents already 
produced in response to Item No. 1 which relate to 
FTC Specifications 8(a), 8(b) and 36(c). 

It em No. 17 

■ ii' " — ■ ■ ■■ % 

As to each patent identlfled in answer to 

Item 16: 

(&) give the chain of tltlc* lncluding the 
datę of each assicnment, transfer, convcyance and other 
transaction lnvolved; 

• * • 







E 67 
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Dofendant 1 r. P.c nror.se to Tten 17 (a) 

Piaintiff is rcferrod to the docunents do- 
scribed in defendanfs response to Itcm No. l6(a). 

Item No. 26 

With respect to Xerox employment agreements 
containing provisions to the effect that the employee 
will not, for a period of years after terminatlon of 
his employment, "independently engage ln xerography 
or, dlrectly or indlrectly, serve or advlse ln xero- 
graphy or be em.oloyed ln xerography by any indlvidual, 
firm or Corporation,” or containing any other post- 
employment restrlctlon: 

(a) produce a form of each such agreement; 

State the period during whlch each such form was used 
by Xerox; and State the types or classifications of 
employees who have slgncd each. such form; 

ff • • 

Defendant ł s R er.ponse to Item 26(a) 

m 

A form of each such agreement ls belng pro- 
vided (Nos. SA 278 through SA 288). Each form lndicates 
on lts face the years during whlch lt was used. The 
form effective on April 1, 1970 elimlnated the provision 
ln ąuestion. Xerox reąulred only ”exempt employees" to 
sign the April 1970 form. Prlor thereto all employees were 



/ 


E 68 

Partial Anewera and Responaes to Certain of Plainti ff'e 
Interrogatoriee and Document Requc8te 

reąuired to sign such forms. An "exempt employee" includes 
managers, supervisors, administrative and professional 
people and sales representatives. It excludes clerical 
personnel, technlcal represeńtatives , research and engineer- 
ing aides, draftsmen and those in similar positions. 

Item Ho. 29 

Produce all forms of patent and patert appli- 
cation assignment agreements used by Xerox, Rank-Xerox 
and Fuji-Xerox with employees, consultants and others; 

and state the period during which each such form was 

« 

used. 

Defendanfs Response to Item No. 29 

Four different forms of assignment used by Xerox 
Corporation are being provided (Nos. SA 289 through SA 
292). Defendant does not maintain a file of all forms it 
has ever used. The document marked SA 289 was used in 1964. 
Earlier assignment forms are available for public inspection 
in the file wrappers of all U.S.-issued Xerox patents at the 
United States Patent Office. The document marked SA 292 was 
used in 1967* The document marked SA 290 was used in 1968. 

The document marked SA 291 is the current form and is believed 
to have been used sińce early 1970. 

Item No. 58 

(a) Produce all press releases of Xerox, Rank- 
Xerox and FuJi~Xerox from January 1, 1960 to datę. 
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(b) Produce all copies of Xerox World and its 
predecessors and successors, if any, from January 1, 

1960 to datę. 

Defendant's R&sponse to Item No 58 

In response to Item No. 58(a), defendant will 
make available hard copies of press releases of Xerox 
Corporation only (Nos. SA 1700 through SA 2701). Addl- 
tionally, an index of press releases stored on microfilm 
is provided (Nos. SA 2702 through SA 28 q 4). Plaintiff 
may designate from the index those documents which it 
wishes to examine as hard copiesi certain of the available 
copies being produced will appear on the index. 

The docuTnents reąuested in Item 58 (b) are 
being produced (Nos. SA 2850 through SA 4975). 

Item Mo. 59 

Produce all advertisements of Xerox concern- 
ing or relatcd to the field of xerography from January 
1» 1960 to datę. 

Defendant ł s Response to Item No. 59 

Plaintiff is referred to documents already 
.produced in response to Item No. 1 which relate to 
PTC Specification 4l(a). In addition, further dccu- 
ments are being produced (Nos. SA 4976 through SA 
5472). 
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Item No. 60 

Produce all Scripts, transcripts, reprints 
and summarles of speeches, talks, interviews or other 
presentations given by any Xerox officer, dlrector 
or other representative concerning or related to the 
field of xerography from 19^8 to datę. 

Defendanfs Response to Item No. 60 

Plaintiff is referred to documents already 
produced in response to Item No. 1 which relate to 
FTC Spccifications 16 and 22. Certain additional 
documents are being produced (Nos. SA 5^73 through 
SA 5713)- 


# 



w 
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Interrogatorie e and Docurrent Recuceie 


STATE OF CONNECTICUT ) 

: ss. : 

COUNTY OF FAIRFIELD ) 


G. EMMETT SMITH, being duły sworn, deposes and 
says: I am Assistant Secretary of Xerox Corporation, 
defendant in this action; I have read the foregoing 
Defendanfs Partial Answers and Responses to Certain of 
Plaintiff s Interrogatories and Document Requests 
Respecting Its First Claim, and am familiat* with the 
contents thereof; and they are true to the best of my 
knowledge, information and belief. 



Sworn to before me this 
1 day of October, 1973 

-- LadL&z. 

Notary Public ' 


My Commiss on Expires 
Apfil J9T5 
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Exhlblt I 

Defendanfs Response to Item 8(e) 


XER0X 




HMBUIUL COilFtOtiir.M 


SALES REYENUE 

813 


Year 

Revenues 

1963 

- 

196*ł 

- 

1965 

$781,396 

1966 

824,349 

1967 

461,014 

1968 

153,864 

1969 

118,064 

1970 

86,000 

1971 

28,000 

1972 

32,000 

0 


. Year 1 

Pevenues 

1965 

- 

1966 

$ 5,000 

1967 

18,250 

1968 

3,000 

1969 

9,300 

1970 



1971 
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914 

Year 


1960 

1961 

1962 

1963 

1964 
196 5 

1966 

1967 

1968 

1969 

1970 

1971 
19*72 

420 

Ycar 

1965 

1966 

1967 

1968 

1969 

1970 

1971 



WIECHIIICAL CCIiFIBOtTlAl 


Revenues 


$383,500 

4,603,502 

5,167,030 

2,039,076 

392,163 

290,880 

66,389 

33,000 

153,000 

203,000 

Ręycnucs 

$ 3,876 

54,887 
70,306 


1972 
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720 


Year 

Revenues 

1966 

- 

1967 

* $ 4,591 

1968 

- 

1969 

244,500 

1970 

351,000 

1971 

489,000 

1972 

. 385,000 


2400 


Year 

Revenues 

1965 

- 

1966 

- 

1967 

- 

1968 

$ 70,210 

1969 

2,826,700 

1970 

456,000 

1971 

907,000 

1972 

2,771,000 

Year 

Revenues 

1967 

- 

1968 

- 

1969 

- 

1970 

$ 73,000 

1971 

331,000 


564,000 


XER0X * 

WK-nCHaiCAl COlIFISDITIAt 



1972 
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and Re8ponr.e8 to Certain of Plaintiff 
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3600-1 

Year 

Revenues 

1969 

- 

1970 

$ 6,000 

1971 

984,000 

1972 

2,277,705 

, 

„ XfR0X 

3600-III 

WirmicAi CMrroom.u 

Year 

Revenues 

1968 

- 

1969 

- 

1970 

- 

' 1971 

$ 109,000 

1972 

143,180 

7000 

Year 

Revenues 

1969 

- 

1970 

- 

1971 

$ 74,000 

1972 

2,182,801 

720/1000 

Year 

Revenues 

1970 

$ 351,000 

1971 

489,000 

1972 

385,441 


1972 
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1824 

Year 

1960 

1961 

1962 

1963 

1964 

1965 

1966 


Ręyenues 

$ 254,220 

123,922 
61,355 
16,933 
94,482 
135,954 


XER0X 

WK-ircrciicAi coufidbiuai 


1824 (cont.) 


Year 

Revenues 

1967 

$ 210,403 

1968 

185,650 

1969 

177,750 

1970 

304,000 

1971 

231,000 

1972 

451,000 
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Xerox Standard Eguipment 


Year 

Revenues 

1960 

$1,168,049 

1961 

1,007,039 

1962 

884,229 

1963 

816,863 

1964 

444,098 

1965 

627,844 

1966 

497,526 

1967 

288,214 

1968 

226,951 

1969 

166,838 

1970 

175,000 

1971 

90,000 

1972 

71,000 


< 
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Copyflo 24 
Year 

1960 

1961 
• 1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

Copyflo 11 
Year 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 


Ręyenues 
$ 15/000 

177,000 


—^ XEH0X 

MMCnCAl COfflCCiriAt 


109,980 

155,938 

268,909 

151,374 

127,389 

60,000 

661,000 

145,000 

Ręyenues 

$2,943,840 

932,114 

483.501 , 

443.501 
896,917 

1,081,026 

636,186 

1,240,079 

396,351 

581,071 


r\ 

) 


4 
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Copyflo 11 (cont.) 


Year 

Revenues 

1970 

$ 486,000 

1971 

. 207,000 

1972 

403,000 


' ^XER0X^ 
MMBDML cosmuh 


1860 

Year 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

600 MEP 
Year 

1968 

1969 

1970 

1971 


Revenues 


$ 30,000 

124,515 
240,500 
60,000 
221,000 
157,000 

Revenues 


$ 76,000 

37,000 


1972 
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^"XEB0X^ 

KOtl-miCU CCIIFIÓWU 

LEASE REVENUE 


Year 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 


Ręyenues 
$ 554,000 

20,958,000 
52,346,000 
69,568,000 
65,439,000 
53,535,000 
39,714,000 
28,399,000 
17,916,000 
11,281,000 


330 

Year 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 


Ręyenues 
Not available 
$ 7,277,000 

15,371,000 
8,456,000 
3,056,000 


f 
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660 


Year 

Revenues 

1967 

$ 3,258,000 

1968 

32,201,000 

1969 

63,286,000 

1970 

96,897,000 

1971 

118,350,000 

1972 

• ł 

131,161,000 


—*^XER0X 

NOII-TICliSICAl C0IIFIDUIT1AI 

914 


Year 

Revenues 

1960 

Not available 

1961 

Not available 

1962 

.$ 99,170,000 

1963 

143,864,000 

1964 

184,065,000 

1965 

172,379,000 

1966 

131,917,000 

1967 

99,434,000 

1968 

76,284,000 

1969 

65,648,000 

1970 

66,126,000 

1971 

45,242,000 

1972 

36,244,000 
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Year 

Revenues 

1964 

/ 

Not available 

1965 

$ 4,400,000 

1966 

26,522,000 

% 

1967 

17,225,000 

1968 

5,987,000 

1969 

1,689,000 

1970 

- 

1971 

- 

1972 

- 


.^mu " 

HON-TECluIlCAL COHrOTlM 


Ręyęnues 
$ 18,434,000 
69,978,000 
110 , 102,000 
122,963,000 
128,975,000 
124,836,000 
105,028,000 


720 

Year 

1966 

1967 

1968 

1969 

1970 

1971 


1972 



Partial 


E 83 

Anewere and Feaponnes to Certain of Plaintiffe 
Interrogatoriee and Dooument Beąucste 


2400 


Year 


Revenues 


1965 


$ 82,000 

1966 

m 

39,111,000 

1967 


156,421,000 

1968 


269,641,000 

1969 


301,499,000 

1970 

• 

255,399,000 

1971 


214,227,000 

1972 


199,137,000 


3600-1 

Year 

1969 

1970 

1971 

1972 


Revenues 


$ 47,053,000 
162,898,000 
213,877,000 
226,070,000 


WW-TECHMAl COHFIDCITIAI 


3600-III 

Year 

1968 

1969 

1970 

1971 


Ręyenues 
$ 3,058,000 

30,446,000 
38,077,000 
37,027,000 
35,708,000 


1972 


T 
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7000 


Year 


Revenues 


1969 


$ 1,632,000 


1970 


41,066,000 


1971 


133,645,000 


1972 


227,983,000 


4000 


Year 


Revenues 


1971 


$ 4,180,000 


1972 


82,511,000 


720/1000 


Year 


Revenues 


1970 


$128,975,000 


1971 


124,836,000 


1972 


105,028,000 


1824 


Year 


Revenues 


1960 


Not available 


1961 


Not available 


1962 


Not availuble 


1963 


1,765,000 


1964 


2,488,000 


1965 


3,067,000 


3,909,000 


1966 
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1824 (cont.) 
Year 

1967 

1968 

1969 

1970 

1971 

1972 


1860 

Year 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 


Revenues 


—" XER0X ^ 
MOM-TECD.'UCAL COWemAl 


$ 4,817,000 

5,339,000 
5,258,000 
6,162,000 
4,702,000 
3,761,000 


Reyenues 
$ 16,000 
510,000 
1,290,000 
2,189,000 
2,962^000 
3,773,000 
7,777,000 
5,531,000 
6 , 200,000 


1972 
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Xerox Standard Eguipment 


Year 

Revenues 

1960 

Not available 
% 

1961 

Not available 

1962 

Not available 

1963 

2,597,000 

1964 

2,013,000 

1965 

1,466,000 

1966 

893,000 

1967 

693,000 

1968 

467,000 

1969 

385,000 

1970 

391,000 

1971 

235,000 

1972 

151,000 
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f f lo 24 

Year 

Revenues 

1960 

Not available 

1961 

Not available 

1962 

Not available 

1963 

$ 4,594,000* 

1964 

5,037,000* 

1965 

5,202,000* 

1966 

5,320,000* 

1967 

5,281,000* 

1968 

1,885,000 

1969 

1,622,000 

1970 

1,763,000 

1971 

1,332;000 

1972 

594,000 

’ flo 11 

Year 

Revenues 

1960 

Not available 

1961 

Not available 

1962 

Not available 

1963 

** 

1964 

** 

1965 

** 

1966 

** 

1967 

** 


^ XEROX 

KOH-UCniCAl CDliHDBłTUL 


*A break-down betwecn Copyflo 11 and Copyflo 24 prior to 1568 
is not available. 


**Scc Copyflo 24 loaso revcnuc figures abovc and footnote. 


I! 
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Partial Anewere and Reaponees to Certain of Plcintiff'e 
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Copyflo 11 (cont.) 
Year 
1968, 

1969 

1970 

1971 

1972 

600 MEP 
Year 

1968 

1969 

1970 

1971 

1972 


840 

Year 

1970 

1971 

1972 

Offset 

Year 

1969 

1970 

1971 


^*nim ' 

HON-ncntcAi [tarami 

Ręyenues 
$2,943/000 
2,406,000 
2,307,000 
1,891,000 
1,646,000 

Ręyenues 

$ 52,000 

76,000 
2,625,000 
6,004,000 

Ręyenues 
$ 14,000 

799,000 
5,035,000 

Ręyenues 
$ 78,000 

66,000 


1972 
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THE COURT: Civil 15807, SCM 

Corporation versua Xerox Corporation. Thia ia 
the defendanfa Motion to Strike. 

MR. SPINDLER: Z would liko to introduce 

Robert D. Fier of the New York firm of Kenyon 
and Kenyon, Reilly, Carr and Chapin. He ia a 
member of the Bar in the State of Nev York and 
the United Statea Diatrict Court for the 
Southern District of New York, and Z would 
like to move hie cdmiaaion for the purpoaes of 
thia caae pursuant to Rule 2E of our local 
rulee. 

THE COURT: Ali right. 

MR. SOBEL: My name is Gerald Sobel 

and, aa you know, Z repreaent Xerox Corporation. 

We have, your Honor, two motiona ćirectcd 
againat the Complaint thia moming. The first 
ia a Motion to Strike the Pirat and Second 
Claima of the Complaint, which ia SCM’8 anti- 
truat Claira becauae they are exceaaively 
verboae and complote with unnoceaaary and 
rodundant ewidentiary detail. Zn addition 
they include referencea to the PTC action 
againat Xerox » which are irrelevant, iraraaterial 


E 92 

Prooeedinge of September 21 t 1973 


4 


and highly prejudicial to ua. 

Now, the Third Claira, your Honor/ the 
olaira partaining to tha 006 patent/ refera to 
the Pirat Claira aa well f and ao our Motlon to 
Strlka la direoted to that part of lt. 

In addltlon/ Xerox ^ (l noying f or a 
definlte atatement of the other portion of the 
Third Claira which incorporatea by reference the 
roaaona alleged in aix other patent litigationa 
In which ia involved as tho basia for 

olairaing invalidity/ unenforceabllity and pro- 
curement by fraud of the 006 patent. 

Now, with respect to our Motlon to Strike, 
your Honor, the Federal Rulea expllcitedly 
requlre that a complaint contain a ahort and 
plain atatement of the claira and that each 
averraent be aimple, conciae and direct. Thia 
really needa no repotition. 

Now, the antitruat olaira here covera 42 
print#d pagea. Sorae ten tiraea longer than the 
Litton Complaint, which ia roughly coraparable, 
and ahort of reading Ruia 8 out of the Federal 
Ruloa, we maintain that the Complaint can’t 


atand. 
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Now, the remarkable prolixity of thc 
complaint is achleved by a huge aggregation 
of evidentiary detali, liberał guotations frora 
witnesaes, from documents, voluminous statistics 
covering different years, and many years relating 
to the revenue, profit, R & D expenditures, 
certain statistics pertaining to patents, and 
in addition the specifications of our entire 
linę of models of copying and duplicating 
equipment — not all but most of the epocifi- 
cations — numbera of our employees, the details 
of license offers we madę, but which were 
modified ln further ncgotiation. 

There is a vast oggregation of this stuff 
and on top of this there are prejudicfal 
references mixed in to the fact that the FTC 
brought an action against Xerox. 

THE COURT: Puttlng to one aide for 

just a moment the FTC problem, which is a 
rather special objcction that you have. You 
are really arguing prejudice there. 

MR. SOBEL: And evidentlary detail. 

THE COURT: Holding that for just a 

moment. Even if you are right, that the balance 
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of the Complalnt has a great deal of evidenoe 
ln it, what raal harm? How is your capaclty to 
dafend tha suit impairad baoausa of tha pleading, 
lat'a aay for argument purposes, goas bayond 
an allegatlon of tha aaaantlal facta and 
allagaa conaldarably nora facta? 

MR. SOBELt Z would llka to anawer that, 

but with your parndsaion Z would llka to maka 
a atatemant about the purpoaa of Rula 8. 

THE COURTt Ali right. 

MR. SOBELt And about tha controling 

authority in thls Circuit, whlch goea to the 
anawer to that ąuestion. 

Zn the firat place, modern Rulo 8 was 
adoptad to do away with tha old form of pleading. 

Now, aa Moora aaya, and Moore is heavily 
raliad on by plaintiffa ln thair Brlef, that 
undar tha old praotlce the pleadinga served 
tha function of given notica of tha claim 
aaaerted but alao carried tha burdan of 
formulatlng iaauea and of advialng tha advaraa 
party of tha facta involved. Tha whole purposa 
of tna adopticn of Rula 8, aa Moora aaya, ia 
that now tha dapoaltion and dlacovery procedura 
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under Rules 26 &nd 37 and the pretrial conforonce 
under Rule 16 ai^rd a much morę efflcient 
method of getting at the facte than pleadings 
ever offored, and he goes on to say that the 
only offera which pleadings continue to 
serve is that of giving notice. That ia 

i » 

Section 813 at 1703 and 04. 

One morę reference to the same point. 

The Second Circuit in Nagler aaid that pleadings 
of the evidcnce is aurely not reąuirea and ia 
on the whole undeairoble. Thia ia in our 3rief 
but I quote it bocause I think it’a despositive. 
It ia a roatter for the discovery process, not 
for allegationa of detali in the Coirplaint. 

The Complaint should not be burdcned with 
posaibly hundreds of specific ir.stancea, and 
if it were, it would be ccnparatively meaning- 
leaa at trial whero the partleo could adduce 
further pertinent evidence at discovery. 

Now, the vice in SCMa incluaion of thin 
masa of evidentiary dotail is self-evident 
frora thoir Brief. They oay they have it in 
there so that it will result in admiaaiona 
which it can then uae as evidence. But that 
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1« what tha discovery procesa is for, your 
Honor, not tha plaading process, and recjueat 
to admit nlght ba usad for thia purpoaa or 
intarrogatoriaa or document request, and with 
raapeot to tha latter two, if we wara 
raaponding to them, we would giva them tha 
documenta and they would d*rive tha Infor¬ 
mation, pr with raapact to Rulo 33, with 
raapact to intarrogatoriaa, if we had documenta 
/ which diacłosod tho anawers to thair 

interrogatoriaa wa would tum thera over and 
thay oould get tha evidence out of tha 
documenta thcmsalvea inatead of having aa look 
at aach allagation, try to locata tha source, 
try to raconoile tha differencaa in their 
stAtiitici frcra the onea evident frora our books 
and do it aantence by aentenoe ao that wa have 
to affirm, dony, and in many cases, if it'a 
partly oorraot admit part and than aay why the 
raat ia wrong. 

Thay alraady hava 61 dlacovary raąueata 
and intarrogatoriaa outatanding. 

THE COURTt Why would you hava to 

aay why tha raat la wrong? 



/ 
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MR* SOBELi Wa may have soma dis- 

crdtion there, but in many inatnnces in answers 
you may wiah to dany part, dany all and then — 
or admit part and aay in what reapect thair 
aantanca or paragraph io wrong. i ani not 
aaying we do that ovary tima but there will ba 
occasion whan we will do that. It la not 
merely a motter of putting in a generał denial, 
and tha problem la that sometinee wa don't know 
^ thoy ara right or wrong. Wa don't know the 
sourcea of this atuff. All kinda of atatictica 
and numbarn which wa have to go burrewing 
through our papers for. 

And ca I aay, if wc ccrae up with a 
alightly difforent figura, wa have the problem 
of how to reconcile, and thia ia a discoyery 
procedura that I am daaorlbing, your Honor, 
not a procedura contemplatad by the rulea for 
tha answar. 

Now, thay go beyond thia. They aay that 
aomekow thia would aimpllfy thinga. I augę« 9 t, 
your Honor, that it will aimpllfy nothing. Tha 
only way to aimpllfy a major caaa of thia 
aort ia to drop out laauaa of tha aort which 
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would appear ultimately in a pretrlal order, 
as we get along towards trlal, after each slde 
has a prętty good idea of what ita case is, 
after they have seen the other side's documents 
and perhaps conducted sonie other forma of 
discovery. 

Now, we are already involved in responding to 
SCM's dooument requeats and interrogatories. 

There are 61 of them and if you count the 
cross references and tho aub-naragrcpha, ny 
conservative count is about 225. We have 
availabie for them now, pursuant to our under- 
standing which we reached last week before your 
Honor, about fifty thousand pagea of docuncnto 
ready to be tumed over. We are trying to 
work out a confidcntiality order and they hara 
not yet had a chanco to address our propoual of 
last week. 

They are not cntitled to conduct two ways 
of di8Covery aimultaneously, one by the pleadings 
which as the history of Rule 8 indicates and 
which as the Second Circuit in Nagler indicates, 
is not a function of the pleadings. 

Now, this is not a case in which this 
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motion could be conetrued aa dilatory, ae SCM 
papers alao auggeat. We have undertaken to 
anewer a number of SCM*e document regueata. Aa 
aoon aa we work out our confidentiality 
prcbleaa, whlch are not aerloua problemat aa 
aoon aa we can talk about them very aoon after 
they will be workod out, they will be brought 
up-to-date on four wavea and four yeara of dia- 
covery ln the PTC and Litton caaea, and not to 
mention the materiał available from the IBM 
oaae. They will be in the eguivalent poaition 
of theae other partiea who have been litigating 
much longer and thoy will be in effect well 
along toward trial if they chooae to take 
advantage of this maaa of materiał which talio 

juat about everything there la to know about 
Xerox. 

Now, they contend alao — i tried to 

.wawer your Honorąueation and I think that 
I have. 

TH8 COURTi Well, it aounda though aa 

it whatever burden or uncertainty you face in 
reaponding to the Complaint aa it atanda, you 
are golng to encounter anyway if they _ * 
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certainly if they tranif r thast into requeat 
for admisalon. To tha extent thay/for dcc>.ijii6nti, 
you can aay here la the document and you figurę 
out youraelvea what you thlnk it aaya, but to 
tha extent they ara asking you to admit, 
aren't you golng to have the eame problem of 
P ar *^ cu l**ity and wonderlng whether you can 
reconcile all the numbera and thlngs of that 
■ort? 

MR. SOBEL: Your Honor, the laot tlmo 

I had to stlpulate to facta of the aort that 
are ln thla pleading, evldentiary faota of 
thla aort, waa on the eve of trial. That'a 
when thla la uaually done. They do have a 
rlght to aerve reąuesta to admlt and if they 
do we will handle it in due course in the 
diacovery proceaa, but the pleadinga do not 
contemplate reąueot to admit of this aort or 
of the diacovery of evidence. 

THE COURT: That may be, that if we 

*ere gradlng them, aa it were, it mlght get Iow 
marka, but I'm trying to underatand how your 
defonding will be altered. 

Now, i taka it your point la that even if 
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you hava to deal with theaa fact allegationa it 
will ba aaalar — I don't mean ln a trivial 
sansa but thare will ba a battar developmant of 
•11 tha avldenca ut a latar ataga of tha caoe 
and/ therefore, to that extent it will ba leaa 
burdenaoma. Ia that raally what your point is? 

MR. SODELt That'o part of tha point. 

And thalr diacovery raąuaats whieh would go to 
thia evidontiary -- thia mass of evidar.ee, 
which ia in their plaadir.g, would cors alcng 
in an orderly faahion so that wa can deal with 
it in an ordarly faahion and not deal with it, 
not attempt to deal with it in a period provided 
by tha rules, which did not contemplate a 
printed complaint of 46 pagea. 

Now, there is the burdon. 

Now, bayond that I would like to make a 
point about the Iow gradea and the legie 
iraplicit in your quastion. Thera ia no ćoubt-- 
I beliave it'a inarguable that thay have 
vlolatod the rula. Now, having arrogated to 
thei&aalvea tha prlvilage of pleading thia masa 
of avidanca in violation of the rula, Z ąuestion, 
and thare balng no dilatory aapact to this,I 
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ąuestlon whether the burden must shift to us, 
avan though I bellava we net lt, Z ąuestlon 
whether the burden shlfts to u* of showlng why 
they ehould — why thle ehouldn't stand. 

But ln any event, our position la sińce 
that lt does lmpose a serloua burden on us, 
sińce the rules didn't conteraplate lt and sińce 
the dlscovery process is adeąuately provlded for 
and sińce we are not boing dllatory, they are 
not entltled to have thls stand. Thls ls puroly 
on the ewldentlary detali. 

Just a word on the point the plalntlffs 
make ln thelr Brlef. They say the rules don't 
provlde for the strlklng of eyldentlary matter 
or of an entire claln beoause lt contalns some 
evldentlal matter. Thls slraply overlooks the 
oases we olte, pagea 6 and 7 of our Brlef, your 
Honor, and thelr cases admlt as much. In 
Atwood, whlch they spond a page on, the Court 
says breylty ls certalnly deslrable ln order 
that the tlme of Court and counsel may be 
reduoed and the cost of prlntlng mlnimitod. 
That’s especlally approprlate here. And ln that 
oase the Court suggested strlklng yerbose 

I 

_ I 
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portions of the Complaint. 

What had happcned thero was that the 
plaintlff had falled to comply wlth an order 
dirccting a plain and conelse ataternent and the 
Court dlumisnod the case wlth prejudlco. 

The Court of Appeala sald, woli, you 
should have juat stricken the verbose portions. 

Taka another case they cite, it says only and 
when a narrative of evidence is tediou3ly long 
or prejudlcitl or the evidentiary details aro 
inadmissible will the moving partlea be granted 
relief. Rere tho narratlve of evidence is 
tediously long, and to get to the FTC point, 
it's prejudlcial. 

And again, just to button up this point, 
they rely on Moore. Moore says, specifically 
with reapect to antitrust cases, this is not to 
say that the declsions have eliminatod the need 
for careful pleading in antitrust cases. Ouite 
the contrary, the elements reust stlll be stated 
showing a theory which if sustained would 
entitle the pleader to relief. Moreover, a 
pleading which is excessively detallod, tangled 
or verbose or which contains excessive and 
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irrelevant materiał will be stricken but with the 
right to plead over. 

Now, with your Honor's porraission, unlosc 
you have a further question, I would like to 
aove on to say scmothing about the referor.ces 
to the Pederal — Z ehould say oooiothing morę. 

Plalntiffe allude in here to our Motlon 
for Morę Deflnlte Stetoment with respcct to the 
PTC Ccmplolnt, that is in tha FTC acticn, we 
asked the FTC to provide a morę deflnlte ut&te- 
ment with ranpect to two thingss one, we 
couldn't tell frcn their pleading whether they 
were alleging a singla act of monopolization 
by vlrtue of sonę dczen or morę separata fcts 
in yiolatior of Section 5 of the Federai Trade 
Conunission Act or whether thoy were assertlng 
that plus whether ecch act itself violated 
Section 5 of the Federal Trade Concni3slon Act, 
and beyond that we asked that thoy resolve 
ambiguitieo that were inherent in their State- 
aent of eech act. 

Por exanple, they have a tying allegation 
and wa asked what was tied to what. I would be 
delighted to have counsel hand those papers up 
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as he proraioed to do. 

I point out slso that tha PTC practice 
is for complalnt aftar a long period of dis- 
covery and is so nomewhat diffarant th&n horę. 

With raspect to the pleading of tho FTC 
Complalnt and the fact that there is an action 
by tha Commission pending against Xerox in the 
SCM Complalnt, your Honor, plalntiffs dofond 
that on the ground that that is relevant to 
their contontions in the case. 

We contend that the evldentlary value, 

t 

the fact that the PTC brought an action io nil. 
Whether or not Xerox was motivated to offor 
licenses in 1970 by the fact that the FTC 
brought suit would mąko no dlfference to tho 
outcome. Either the offer was meaningful or 
was not meaningful. But even if it is somehow 
relevant, it nakoś no dlfference. It's still 
evidentlary detali which ahould not be pleaded 
and beyond that it's highly prejudicial. 

Now, the First Circuit case in our Brief 
International Shoe, weighed the relevance of 
the civil antitrust judgment in the United 
Shoe case, declded by Judge Wysanski, in this 
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later private trąbi* damages action agalnst the 
prejudlc* ąuotient, and it says where the 
prajudica ąuotient la high, thla fact will 
fr*quently randar inadmiesible ayldenee whlch 
from a purely loglcal atandpolnt reay hava a 
significant probativa thruat, and ln that caaa 
they ercluded lt. 

Thara wara some differences ln tlme 
pariod «o that it did not qualify undar Section 
5 of tho Clayton Act as prima facia evidence 
ot th* yiolation. And the caso citod ln tha 
Sacond Circuit by plalntiffs, Gottooman, 
dlatinguishea International Shca on thls pro- 
judica ground. They say in the International 
Shoe casa thero was a jury but in Gottosman 
thara was no jury and so Gottosman caid that 
maybe the prior OuPont-Ganeral Motors judgnent, 
not complaint, judgment, would ba ralevant 
bacausa the nagging problem of undue prejudice 
is minimized. 

Finally, on this point, your Honor, as 
Judga WeInfeld held in tha Indepondent Thoater 
casa, which wa cite at page 16 of our Brlof, 
with raspect to tha paramount antltrust suit. 
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while the plaintiff may be entitlcd upon trial 
to avail ltself of the paramount docrce, it is 
not entltlod now to honeycomb ita complaint wit.h 
evidentiul reforcnceo co various allcged 
incidcnts, prior incidental and subseąuent to 
the ontry of the decree and the alleged vio- 
latlons thereof. 

Simllarly here, your Honor, SCM is not 
entltled to honeycomb ita Ccrplaint with 
roferences ln one diroct or Guttle \i <*y or 
another to the FTC oction. 

Finally, your Honor, — 

THE COURT: Even lf it turned out 

that it may have materiality aa a matter of 
evidcnce? 

MR. SOBEL: Definitely, evon if. The 

prejudice ąuotient ia too high, your Honor, as 
tho Firat Circuit said. 

Our aecond motion ia a Motion for Morę 
Definite Statement of tho Third Claim which jll 
the claim pertaining to tho 006 patent. What 
SMC has done here ia to aasert aa the basis 
for a claim of invalidity, unenforceability 
and fraudulent procurement of the 006 patent, 
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tha reaaona alleged in aix other patent caeae. 

THB COORTt What about thelr point on 

that. I may do it an injuatica and thay will— 
but it aeema to ma from a quick look that I 
took at their papara — that what thay ara 
raally aaying about Count Three la it may not 
ba tha rooat axemplary plaadlng but the tirae to 
oorract it ia aftar tha Danniaon caaa in 
Naw York whan eithar ita brevity won't matter 
or ita bravita can then be appropriatoly dircctru. 

MR. SOBEL: Ycur Honor, firat of all, 

Blondar-Tongue aaya nothing about the reguir©- 
manta of pleadinga. 

Sacond of all, — 

THE COURTi I appraciata that but 

agaln, — it'a juat a ąuaation of whan raally. 
Thay ara juat aaying that we could juat hołd up 
on that problem. 

MR, SOBEL: In their Complaint, your 

Honor, among many othar motiona that ara 
included besldaa avidantiary detali there la 
a Motion to Stay tha Third Claim. We haven't 
^■i^^ 9 *tad that motion and it may very wali ba, 
your Honor, that we don't conaent to it. 
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Moreover, we may have a counterclaim which we 
may aasert, which reay involve othor patents aa 

Middloton-Reynolds and which may reguire 
us to go forward with expedition on that Third 
Claim. 

entitlod to know the basia of their 
olaim whethor Dennison goea to trial or not. 

And in light of that it is simply not entitled 
to wait until Denniecn goes to trial becauoa 
we have not concentcd to thoir Motion to Sovcr- 
ance r and I would liko to point out, your Honor, 
that how thia fito with their contcntion on tho 
antitruat claln that they are entitled to use 
their Complaint for diacorery, but then tell 
us that we can find out the rudiments of their 
Claira in cur diocovery of thera aoraetirce in the 
futurę, way off in the futurę, I can't fathora 
their logie. 

On the one caae they weigh the complaint 
down with thia mammoth pleading of evldence, 
and on the other hand they don’t tell us the 
rudiments of their claim and they reaiat our 
request to find it out. 

Your Honor, they don't meet our caaea in 
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thair Briaf on this point. I won't go into 
tham. But wt think thay ara daspositive and 
that tha rulea cannot poasibly contaniplata that 
wa hava to go to aix other casas to find out 
tha baaia for thelr claim. 

In conciusion, your Honor* I would like 
to aay that printing doas not mak 9 lt parfect. 

THE COURTt Łat ma aak you ona thing 

about what it la you want ma to do. With 
raapact to your firat point, that it is prclix 
and haa too much avidantiary mattor* do you 
want ma to indicate whera it ia dcficient or 
ara you aimply aaying that it ia doficiont and 
X ahould atrika it with leava to amend and then 
laava it to them to do battar next time? 

MR. SOBELt Your Honor* wa aak for 

tha lattar. The Complaint ia laced with 
avidanca and thero is no quastion that they are 
wary oompatant oounaal and can draw a coraplaint 
without a mass of evidcntiary datail and I 
don't think it would ba approprioto for us or 
for your Honor to go through this Complaint 
and attempt to separata tha wheat from tho 
chaff.we'rcioking that tha Pirat and Second 
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Claim and Third Claira lnsofar as it*s predieated 
on tha first be .stricken with leave to refile 
and with a proper form. Thank you. 

MR. KAYEi May I touch firot the 

Third Claira, that is, the raotion with rcspect 
to paragraph 176a where we simply allege that 
the patent involved, the 006 patent, io invalid, 
unenforeoable and fraud, a, for each of the 
reasons alleoed by the various plaintiffc in 
th® four other suita, the Dennison suit, 

In the first instance, under the nofcice 
mles the allegation of invalidity, unenforce- 
ability are sufficient notice in and of them- 
selves, so that that could bo denied generałly. 

The allegation of tho reasons of there 
other caees ia an additicnal allegation. But 
your Honor haa, I think, correctly stated our 
point fron a prectical point of view, this is 
a matter that can be deferrod. I would add 
that although Blonder-Tongue — I raay mis- 
pronounce it — Blonder-Tongue says, let's 
worry about the allocation of rcsouices, lot's 
not misallocate the resources of litiganto In 
these patent cases, and It overturned yeafc of 
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history. 

Our point ls very aimple. We can and 
we did before we had the pleading, we went 
over all of the pleadings in theae other casea. 

No problem at all in the senae of doing the 
work to go down and allege the variouo reasono 
for why it violatoa 102, Section 102 of the 
Patent Act, Seotion 103 of the Patent Act, 

Section 112 of the Patent Act. 

If the Court dujlrea, we can do it. It 
will take a day or two to go through all the 
pleadings and do that but it*s a useleas act 
under the aubatantive principia of Blondcr- 
Tonguo in a aenae that if there 13 an adverse 
detormination in thoce caees againat the 
patent, then there is the collateral eatoppel 
affect here, aasuming that Xerox had an 
opportunity to fully litigate the iasue there. 

i 

The rule for the rnore — Motion to 
Morę Deiinite Statement is if it is so vague or 
ambiguoua that the defendant cannot plead to it, 
the defendant is not eo vague or ambiguoua, 
the defendant ia fully familiar with its 
defenaea in that caae and it can aimply generally 



E 113 

Proceedinge of September 21, 1972 



*5 

deny and that'a tha end of it and then &t cuch 
tiine aa va reach thia part of the caaa, if 
thara la any naed for further apecificity it 
oan ba done through tha intarrog&toriea or any 
othar mattar — 

THE COURTs Doasn't that in effaot 

maan that Z ara granting your raquest to stay 
if Z juat laava that phaae of the eaae in that 
poature? 

MR. KAYE: No# it doe3n't, your 

Honor. Zt ia slmply aaying that tha pleader, 
that ia tha defendant, can plead to thia 
particular pleading. There ia no vagucnesa or— 

Tire COURT: Ha can’t plead to it in 

a way that roally framaa tho issuee for trial. 

Zn othar words, Z think your point io oo 7 iethi..rj 
furthar would have to ba done befora we got to 
trial. 

MR. KAYE: Not neceaaarily by way 

of plaading. Zt can frame tha iaauea frem the 
purpoaos of pleading on tha pleadinga. Wa 
allega it ia invalid. Thay deny our allegation 
it ia invalid. That is a aufflcient notłoe 
plaading. 
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THE COURTi Im it really though, to 

just have an allegation that it's invalid or 
however many grounds ara ccmprehended in those 
suita in Naw York and thay coma in and say it'o 
not? 

Now, X do not know who the trier ot fact 
will and up being, probably me, but those 
pleadings in that postura do not really frame 
tha issues. 

New, I undcrstand your point that dis- 
covery will assist in a pretrial order that will 
ba called for — 

MR. KAYE: I think the closest 

analogy is the form on infringement, the Poder?. 1 
form, tha official Pederal form, where it is 
permissible to simpl- say you own the patent 
and tha defendr.nt is infringing the patent, 
and that's enough notica. 

Now, on that analogy I would say that it 
is enough notice and certainly in the cir- 
cumatancas that SCM says patent is invalid, 
patent is unenforceable, and as to thia point, 
your Honor, I really -- we really feel that if 
you think that at this juncturo we ought tó 
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»ay that it'a invalid becauae it violates 
Saction 102 of the Patant Act ln that ~ and 
then make that allegation and go to 103 and 
112, that we hava no problem wlth it and wa 
ought not to ba taking up too much time here. 

Ha thlnk ona of tha valuabla conoeguer.cea 
of Blondar-Tongua in patant caaea la that it 
haa ita procadural affecta, and hera where 
thara la a polioy mattar, where you have an 
attack on a patent in one case and thare are 
othar paopla on the aidelinea, aay to speak, 
waltIng, that it eimply ia a waata of every- 
body'a tima to mova that caaa along in any 
*ay. It ia anough to give — for thia other 
paraon to giva notice to tha patcntee that hr 
is following, but what I am aayIng la I think 
wa ara right as a praotical matter. 

If your Honor wanta to have a morę 
dafinita statemant we can do it. I would liko 
not to do it. I would like to have the one day 
or two of working tine avallable for the real 
iaauaa in thia caae. So I aee no injury to ua 
othar than apending a couple of daya pleading 
aomathlng. i j U at feal that it will ba — it 
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may vary wali ba a usoleas net. I aeeume your 
Honor doann't want to hear any morę on that. 

On tha main motion, aa Mr. Sobel aaid, 
wa ara going to hand up an<J we liave raferred to 
it In tha — in our Brief, a copy of tha 
Complaint in tha Pederal Trada Commiasion pro« 
oaading. Immediataly aftar that Complaint, 

w*da a motlon in which thay aakad for a 
mora definite statement with respect to about 
tan of tha allegations contained in that 
Complaint by tha ataff. 

I ahould point out that Xerox in tha 
Litten caaa danied genaraily all of the gtnerai 
allegations of tha Complaint thera and then 
took a different position, for exnnple, in tho 
Commisaion Xarox said that paragraph 14a of tha 
Corcniaalon'a Complaint allegaa that Xarox had 
angagad in monopoliaing and attempting to 
monopoliaing petenta applicabla to offico 
copiera, and then thay wanted apeeificity, tho 
Complaint ahould State which pstenta they nre 
aecused of, and then 14b allegoa that Xorox haa 
baan angaged in maintaining a patent barrier to 
competition, atc. 





E 11? 

Prooeedinge of September 21, 1972 

29 

Xerox' position was specificity and the 
Coraplaint should State how Xerox attarapted to 
reoreate auoh a patent structure, which patentr? 
are in thla structure and \^hlch expired patonts 
are involved. 

14o, the Commission alleged that Xerox 
had been engaged in developing and maintaining 
a patent structure of great sise and coirplexity 
and obacurity of boundaries, and Xerox say3 
that the Ccmplaint should State which patcnts 
are involved and what ls ineant by obocurity. 

Next the Complaint alleges that Xorox has 
been engaged in using ito patent position to 
obtain aocess to tochnology obtained by actual 

J 

protection from competitors. 

Xerox takes the position the Ccmplaint 
should State which technology and which com¬ 
petitors, and then there is morę about the 
lieenoing and there is morę about what was 
included in the license provisions. 

The point was that Xerox wanted to have 
greator specificity, as much specificity aa 
possible by way of ploadlng to enhance its 
opportunity to defend and know what charges it 
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faced. 

Tha ataff8' response to that was that it 
opposad it aa a matter of principia, that tha 
Complalnt was adequata and /it was far mora 
spaoific than anything in tha Litton casa and 
in the courss of thsir memorandum set forth 
a grsat daal of specificity. 

Xerox followad that up with a — with 
motions recpiiring the staff to identify tha 
kind of fact thoy ara going to prcve and tho 

a 

documenta. Tha long and tho zhort of it is 
wa did exactly what Xarox wanted to do in tha 
Comniesion proceedings, GCM haa baen very 
spaoific. 

THE COURT: Thoy think you went a 

littlo bayond. 

MR. KAYE: No, your Honor, that'a 

y* 

the point. Tha basie point is that Xcrox wants 
to hava jA to go and have a lot mora discovary 
than wł want. They want uu to go back and to 
•tartfat a much aarliar lina. Xerox would like 
to h W e U8 rewrita our Complaint the way Xerox 
woul< ł lik ® to wrlte 80 that thay can defend. 
What ahay ara objectlng to in essence is tha 
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way we havo irarBh&lod what aro, for tho i\ott 
part, undiepr.tcd facto, virfcually all of which 
we have published in ono ferm or anathar up to 
tho tirne that tha Ccmp.lain^ was fiioi. 

They want tho caco to go on ir. tho ccncc 
that they want uc to ctart a long way bcck. Ko 
have marchalcd lt in a way — we view that ccse 
in the way that we suspcct Xsrox dcasn't like 
bocauae they oeo potential linpotuc ot adjvd- 
icati.on of thaoa :locuca. 

Mr. Sobol caid, woli, making theso 
admiaclono ara the kird of things we do on tho 
eve of trial, and ho xay be right. Ko nay ba 
right in tho eenso that the allogaticns whon 
plead to aro going to shew that thcrc ia very 
littlo left by v i.y of tcctual ćiaputs. 

Now, you ecked whother thore is ar.y barć on 
and whother thero'a any harm. There is Abcolutc* ** 
nonę. Every ono of what I cali thoir data 
objocticna, where they say wo have got too 
much datail, are drawn ffrom published tources, 
whether a procpectu o, we identify tho pro&pectUR. 
Whora Xerox acyu that thoir patente aro o i 
materiał in.portance, their data on each ono of 
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their motiona, your Honor# ia aware of our 
allagationa concarning tha conaequence of Xerox 

monopollzing tho skill and technology of 

« 

xerography and enabllng it^to produce a broad 
produot linę of offico copiara which ia 
unmatched by cnybody in any other kind of — 
uaing any other kind of reproduction eąuipment. 

There ia no burden whatsoever on Xorox. 
What Xerox ia afraid of ia that they are going 
to have to admit virtually overy one of thoee 
allagationa and than by thosa adniaaiona tho 
Court ia going to ba ablo to aaa how quickly 
we ara going to ba able to reach tha queationo 
of legał edjudication. 

Ma don't have to angaga in discovery 
procasą if it'8 unnacaeaary. Moreover# when 
we got adniaaiona# whethar corapleto admisaions 
of an allegation or partial adnisaion of an 
allagation# tha Court ia going to be ablo to 
teat Xerox' objectlona to our interrogatoriea 
and document reąueata and convaraely any 
objootiona that we hava with reapect to theirs# 
bacauae there ia going to be a preciaion and 
a olarity which thia Complaint ia tha firat 


yehiola — 
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THE COURT: If that 'b tho objectiwe, 

would you accoraplish tho sair.e thing by pltading 

a morę lean complaint nnd pronr.ptly serving 

roquest to admit, detali Ing subatantially what 

/ 

you have done in the Complalnt? 

MR. KAYEt It haa been acccmpliehod 

alre&dy. There 1 a no function served, aa I 
can see it, ln aaylng that lt ought to bo dor.o 
by vay ot reąueot for cdml3slona. The3e — 
lot cc eay this, in tho first inntance — 

THE COURTj The virtue of that would 

be that if there ia one particular item or 
oeveral, I do not mean only one, but if thcra 
are some inotaneee where a particular itcm 
poseo a slgniflcant problem fcr them to admit 
or deny, eignif<cant from the 3tandpaint of 
the rulaa, I don't think from the standpoint of 
having to make up their mir.d they would then 
come in and objcct to that rocjuest to aćmit 
and atate why it oithor isn't elear or whatover 
the objoction is. 

This way I have got all thoso pages of 
what you oeem to agree ara offorts to pin them 
down to a lot of different thlngs. That is 


why Z askód Mr. Sobel at the end what he wanted 
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me to do. He says ho doesn't v/ant me to go 

through and pick and chooso which on»o &re 

propor and which or.ea aren't. ni a point is? 

« 

that undor tha rulc thia is r.ot a good ccmplalut. 

* I 

So if hc proccodcd by request to ndmlt, ct 
loast Z would ba irorc fscuaod in rulirgc on 

t 

whnt it la thcy had to adait. 

MR. KAYEi I eao what your prcblen 

Ił, and lct no -- I think thst I cnn addreco 
it. Whether yci do it by w*_y ci rriguesi lor 
adnisaiona or whether you do it by vroy of 
ccmplaint, in tho firat inatance thore i6 only 
in the moot oxtraordinary caao, thst ir„ whuro 
you get a complaint v?ith gifcb^rish do ycu havc 
tho powor to otrike an entiro claim. 

Tha rule, under which th® rr.otion is fl&de, 
allowa you to ctrike only thoae allogatlono which 
are redundant, irm&terial, ir.partinant or 
•candeloua. 

Now, puttir.g asidc tho FTC allogationo, 
as you did, nono of thooe — of tho allcgatlonu 
in our First and Sccond Clain are olalmod by 
Xerox to be rodundant, immaterial, lmpertient 
or aoar.dalouo. And their — 
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THE COURTi Of course, thero havo 

boen caces, indecd they clte caveral where a 
complaint has been dismicsed with lenve to 
amend for not being a plair^ conciae statement 
of the oasentiol facta. 

MR. KAYEj Łet me talk about the 

Atwood oaso. The Atwood case we# a prlnted 
complaint of 46 pages whlch the lower court 
dismloaed and the Court of Appoalo lor tha 
Fifth Circuit oaid that the plc:der — Cirat 
of all, we know that raotiono aro disfcvored, 
and ae Profeaaor Moore sald, allcgaticnn of 
a complaint should not be strickon nor the 
olaires unlese they have absoiutoiy no bcoring, 
potontial bearlng cn the case, oo that tho 
rulo la a rtsle just as wo hcve liborallty on 
mlnlmal amounts, llkcwiao the pleador should 
be allowed to pleed ard reprssont his case. 

The Court of Appeals ln tho Fifth Circuit 
in the Atwood case sald yeo, a pleader should 
be allowed to present the party the way he 
eooa the caae with the kir.do of allogations that 
he thinks are eonontial, and lf that — then 
the complaint should be sufflclent. 
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The Court of Appeals first of all revserved, 
affirmed all, that is let the pleadings stand 
and sald, va have looked at th« allegations, 
we have raad the conplaint ^frcra beginning to 
•nd and there la not an allegation in their 
conplaint that ahould go out. It was 46 pages 
long. 

The Court sald, what is — a short and 
oonoise statement is relative to the cir- 
cumstances of the case. 

Now, if it is 42 pages long that does 
not under any circurestanoes make it proli*. A 
prolix has a meaning, definiticn in the 
dictionary and lega.l, not of length but that it 
is diffuse, it's dieorganized, it's ir.coherent 
and, therefore, it presents a probierń. 

Now, thia Complaint is highly organized, 
it is coherent, it's avermcnts are dlrect. They 
oomplain about precision of our allegations when 
precision is a dasirabie element. 

Now, if we cen say with proper objectivity 
or modesty, your Honor, we think this is a 
magnifioent ploading, and you will think so, 
and the only test is when you read it. when 


) 
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you finish reading it you are going to fiscido 

whether or not this pleadir.g ehnuld go cr. Tho 

ąueotiona of "law" your decision is not 

« 

det^rroinod by wh.it comobedy^ olro did in cnott^r 
caoe. Tt la cbvloucly your dlscrctlon ar 2 ycur 
United diocrotlon is guidctd by the principia 
of the other cns&s and it*o einply a gusntlcn 
of sddrecsing yoursolf to thier Cc:nplaint and 
oceing whathcr it chould otand. 

My point lc, it you do r.cfc r.rjrcc \ lth 
my charactorisation that acćsn't r.ean you gm n.t 
the motion bccause thoy benr tho v*ry leavy 
burdon of rhnwing that thcso allegatior :z ha\*o 
no conceivablo baaring in this ct.ee. wa thihk 
that as you go through it, and you will soo ih : 
buildlng bloc/.s of allogation of i act after 
allegotion of fnct uo that we by allagafcion of 
fact f one nfter tho othor# dQr:or. 3 traie our 
concluaion. 

New, the pleading, and this as I cona 
back to where you woro talklng about tho 
roguoat for edrr.issionn, first of all, if tho 
pleadlng is not only sufficient but practical, 
if the constructiue bonefits of all of this ia 
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in whAt is going to go on thercaftor. 

Now, Profeasor Handlar/ we mantior.cd 
ln our Brief, raado >i plaa ln 1951. Ho 
addrosoing himoolf to the g^ansrnlized government 
pleadings in antitruat canes and then tha open- 
endodnaao of discovery, and ha caid it's a 
terrible burden on defandante bacauoe it makes 
protractcd cases and we have got to use our 
ińgenuity to simplify chargos so that wa can 
ahorton th® protrccfccd proceedinga, wa dcn’t 
have to have such protracted proceedlngs and 
we can get to adjudication. We se.y the acrr.e 
thing here. We aay that Xcrox is asking for a 
lot morę diocovory and we should mak© l morę 
generalized ar.d do it all for discovery. 

That rcay be Xovox' desire insofar as how 
thoy dcfend the caoa but it ccrtainly ls not 
SCH and it is not for Xerox to rewrite it. 

Now, the benefito, and as we say in the 
Brief and I cay it to ycw right now, I am pre- 

pared to go through every singlo one of those 

% 

allegations, the 50 paragrapha or subpnragraphe 
of which they identify and of which they 
complain and explain to your Honor precisely 
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whv that allcgation io an eesential alłegction, 
vfhy It is materiał and .hy requirlng ploadir.g 
by Xarox to it will help move this case &long. 

I will use ono relating to Horizor.o, 
paragraph 26, if your Honor v/ill take a look 
at the Complaint, during 1960 — I can give it 
to you. We have juat allegcd that Xorcx 
following its Eattello Agrecment in 1956 aćopted 
it and has Łlr.ce followed a pclicy cl’ 
sfcranthening its patent pacL+l.cu, au*.a ir.to 
paragraph 26/ during 1960/ cnd implamenting 
that policy Xorox cntorod into agroar^ants with 
norizone. 

Ycur Honor eooo that. Thia wac tnatoricl 
that the Chief E;:ocutive Officcr has utated 
publicly on Xorołt* bchalf wj 3 the roetzon why 
they ccąuirod Horirons. 

Now, when they admit that — 

THE COURTr As long as you pick that 

examplO/ that illustrates what I take to be 
part of their problem. The flrst couplo of 
aontences sort of free of cditorlaiizing. Tl.cy 
entored into agreements with Horizons, a11 right, 
they should have no trouble aaying yes 


or no 
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to that one. But then whan you 3ay they 
enterod into sn agr.rament because as thoir 
Chief Executive Offlcer said, and you give or.e 
guote, now inewltably you doh": r.nter ir.to an 
agreeznent yes or no because of one fragment cf 
what your Chief Exaeutive Officor aaid, isn't 
that very clonr? 

MR. KAYE: No, let'a dolefce q\xoten-- 

THE COURTi That may bo port oł’ the 

rear.on -- 

MR. KAYEj Łet me addreaa reyoelf to 

your gueaticn. 

Lot'o firat doloto tho quotea and lct'r: 
aay that we allogo aa foliowa: Xerox entercd 
into thcaa agreements becauao Moritona hud dcre 
como work irdepancJently in xorogrnphy a-d h'.d 
accesa to certain patents that Xcrox wantca and 
which it ultimatoly acąuirod. That wculd be 
an allogntion that. beara on the ontire ąuestlon 
of violation of Eection 7 and Section 1 and 
so forth. And they would have to allege, an 
intent ia a fretor here aloo, and the reseonc 
or tho purpoae, howover you want to cali it, 
thoy would have to — there ia no objoction to 
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that e.s a plcading. They v:ould have to pleed 
to lt. We aro eirr.ply relying iaaofar aa 
Horizona aro la thin, on tho very reaaon 
expresoed by Xerox. \ 

Now, if as a rcattor of plo&dlng in terms 
of Horlsono they sny thora were other re^.scna 
than thoy aaiait but they aver tl|ere woro other 
raasona. 

nowaver, so that thero io no plcnding 
problem hero. The pleading probiera firon 

Xorox* point of vlew that they don't want to 
faco right away — when I say right away, ir> 
thla catie rlght away — the dlfflcult oub- 
stantlve problem, that expre3sion, that admi.uio 
poseo for thora and that io true wlth respcct 
to all, to many of theae as 3 ertions. 

Łat'a go back to paragroph 12, whlch 
they object to. This was — incidentally, wa 
hava nil of this nr.notated, every one of thtió, 
and thoir annual reports, and there is no 
probiera for Xerox to know where these came 
frora, and if thero la any probiera they have 
not expres8od it to us but there is nona and 
obvioualy wo aro In a position to furnish it. 
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Xt's not a — we could have put it in the 
margin. 

But in paragraph 12/ there ls n6 probiera 
for thera to pload to that. What their problam 
la is that that admisalon goes an enonr.ous wey 
in this case because in that itetement that 
he madę thera was a recognitlon that plaln 
paper copler was a product differontiatad fren 
otherra and that gees to ona of the rrarkat 
definition oue3tiona, it goes to the — r.ot only 
to the miniraal exiscence of competition frora 
plain copy ccpier but conversely the monopo- 

t 

lietic or the dcminate poeition that Xero:: huć, 
and the reaeon they don't want to plead it ie 
they don't want to have to got to theso issueo 
right av;ay. 

Why should we have to wait for reąuest 
for admis3ions and then we are going to have 
objoctions and we are going to have a lot of 
objeotions on those documents and interrogatorias 
when thera io r.o problem horę — probiera in a 
pleedlng sensa — to any of these pleadlngo. 

The probiera to Xorox io a substantive one. 

Now, I think that — as I say, your Honor, 


4 
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I don 't think that we should opend the tirsa 

hero where I tako ©ach one of these paragruphs. 

I think that my pointa, as I have madę them 

here and as we mada them in the Brief, will be 

perfoctly r.pparont to your Honor whcn you bogiń 

at paragraph 1 and and at the and of the Pirat 
Claim. 

The data, when we get into all of these 
alleg&ticna that they objnct to, pago c , what 
I coli the data ollagatlona, as you go right 
on down through, they are going to admit them 
all. They are in different categorios. You 
go to paga 19 where we set out thoir product 
lino, and all of thoso are oaaential allcgationc 
that is what the first generation copicrs werc, 
each of then, the second generation copiera, 
they all ralatc to tha ultimato «ubatantive 
allegation which is along the following lines: 

Xoroit acguirod thia technology fron 
Battclle and Horiions end frem others and by 
about 19G1 they had completo ar.d total cor.trol 
of the skill and technology of xcrography and 
then having that and having recognited that 
monopoly power ovar that skill and technology 
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they havo had the battennents cnd improver,6nta 
and they have been ablo by being frcte cf any 
ccnpetition in ski.ll and technolcgy and thcn, 
thoreiore, in the irarkot place to build on top 
of wat four.dction to brcadcn th&ir product 
lina, to got on enormous technological lc;Łd 


over esreryone elae. 




No*. in order to undorstand that, theae 

V 

atacks make thess pointa vory clcarly and if 

vo go right acvn th*;ough wiat zhzy ht.vc ot. jrrrt 


to, they objeet ćo paregraph 71. 

What posoibla objoction as a pleading 
mattar could they huve to paragrnph 72 or to 
74 or to 75. Thir* is what Xercx has sald ub^-t 
thia. That ttKea that out of the case in a 
aonao that theae aro frcm row on knewn facts 
inzof&r ao testIng dicccvery. 

The law which I have not tcuched on, and 
which im touchod on in tha Brief, Profeerior 
Mooro, co I mcntioned, aays a* a ploading matter 
it ehouldn't go out if it doesn ( t have a 
poosible bearing. The concept in the Fodaral 
Rulet la that we ehould not be oither on t.he 
one hand where you have just a bear ploading or 
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on the other hand where you have very epeeifir 
ploadings, we should not be atter.ptir.g to pru;:- 
allcgation after allegction. That'8 whot 
Judge Feinbarg oaid in the Atlantic City caee, 
that the Court should not have to be engag^d irs 
the pruning proceoa. 

Aa far as the ąuastion of dicalnslng the 
entire clain, there'a aboolutely no bacio for 
that. Ac Judge Foinberg said, and referring to 

1 

tha Attornay General*a Cornittee rrpcri ; 

antitruat casoa, specificty is highly dcclrub)c, 
highly doniroble. 

The antitruat — the Attornoy Giinor^jl' 3 
Coarjnittao report urged that nuch g>;c a tor 
spocificity, said that entifcruut cc:.es fcoooro 
inveatigationc where the ploader doc an‘t . j3 t 
epecific with these charges and tho probic-n 
arisca tccruoe of the libar ality of plecding 
and becausa ot the liberality of diocovery, in 
effoct v/f,th that a very 3pecific ploadlng yot 
don't havo tho same kind of anchor frcm which 

you ceń tect all of the additional diccovory 
mattors. 


Judge Moore in tho Sogal against Gordon 
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case, dealing with Rule 9b'a requirentent that 
fraud be atated with particularity, make* our 
point in that situation. 

Now, thoro la no reąuirenant in the 
Federal Rule* that an antitrust charge, even 
though ao here in Section 1 and 2 are bath 
civil and criminal, need be atated with 
particularity. The rules reąuirement 
particularity with reapect to fraud. We *ay 
that tho rules do not in any way forbide 
particularity. 

What Judge Moore sald waa not only i* 
thia reąuirement on fraud, that io he stated 
with particularity, daairable to prevent — but 
that fraud io, but irore particularly he sald, 
fraud i* a serious charge and when a nan, the 
plaintiff stand* up and makes a charge of fraud, 
he should be prepared to State with the greateat 
apecificity and particularity at his command 
what he ia charging the defondant with. 

Now, how can Xerox object? If we are 
prepared to State with spccificity and 
particularity facto and the reaaon why we 
reach these conclusions — your Honor, I would 
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lika to pnon to what I conriuor to be by far 
thc inore importr.nt quontion and thrt ia 
— not ir.portr.int in tho pl^adir.g sani'- but th 
importance in tho csea of tho Fcder&l r ’rcic 
Corcr.iosion report. I think on your Korrr'a 
review that — of the Ce.rplaint &o to tho aa 
oo-callcd data allcg.ationn and the 
quotaticn allcgations that you will fir.d that 
thero iu r.o bc<;iR ct all, erguoble cr othrr- 
wiiio, t.or doi n.j anything to ta# plctuii , ,\r l 
that they ougr.t to go ahoad with it. Th'v 
can't coirclain abcut ąuotaticns, they crn't 
conplain wc aro being norę preciua than less 
preciao. 

The only guostion is n.iterialAty. i.ot 
ma put it thio way, Xorox clains irjr.atorielly 
and prejudicr aa to tho firet two partgrrph? 
of which thay conplain, which is 103, 11C. I 
think that Mr. Sobol han indicttcd that thore 
io no clnir.t by Xeroi; that they nay rot ho 
iitnatorlal. Tl.oy nay have hed a rolation to 
the ąueation of whothor Xorox did shortly 
thareafter miko thoae licenae offera. 

103 la laid in content in tho Conplaint 




E 13G 

Proceedinge of September 21, 1972 

48 

iramediatoly preceding the offer which folłcwed 
in 19 — in early 1970, and Mr. Scbal sald well, 
lt lcay or may not have been a raaeon, but that'a 
•omething that hat got to appaar ar.d ve don’t 
— that haa not córce out yet. So there is no 
baais to atriko it aa boing imm&terial, like- 
wlaa 116, it irircodiately precodea tha offora, 
the ao-called licenae offers of 1973. 

Judge KirkPafcrick in ono of tho elcctric.il 
eguiprrent casea uaid that ths.re couldr't 
poasibly be any projudice in the pleadinge to 
a reforence to a pending Govornmont action. 

Judge Foinberg in the Atlantic City ceae 
aaid that where the reforence t.o a pending 
action may have a bcaring on — any posaible 
bearing, it ohouldn't bo stricken frem the 
pleading. There was a atatute of limit&tion 
ąuestion. So that aa to theoe first two 
paragrapha in the confcext in which they are 
ploaded, there io no -- we see no posaible 
baais for atriking those matters from the 
pleading. 

It may be aa to those firnt two paragrapha 
that after we have had our diacovery, those 
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points cerce out of the caaa aa fnctc and if 
they córce out of the ceno thcy will cerce out 
of tho caoo. But they rcay very well be in 

the ccse and so there is no reccon to strifco 
thom. 

A* to paragraphs I70b and 170c — 

THE COLRT: Before you ir.ovo on. Is 

thero an allegatlon corccwhere in the part 4 
that tho offer of liconrea was pre^pted by tho 
FoOwral Tr»ie Corjnitsion action? 

MR. KAYEi If it'o not direct it ic 
cortainly an ircpllcation thot one of the — 
laaat a raanon bc.ced on the kntwn frets — J.-t 
n.*; tako it frorc 103, in aub-ccct'.on 4, if it 
is not eicprossed it certainl> irrplied, thnt a 
reason — wg don't kr.ew whethor there l,./ 

other roaeono that prorcpted xorcx to moJco that 
offor włb tho corcrcenccrcent of the im-oatigatier.. 

We say that Xcrox 6hould h. aaóe tho’r 
offero b.ic>c In —— it shoulć have grontrd the 
offor back in 1963 as SCM roguestad when Xercx 
itaolf ki.ew that it had monopoly powor and hed 
acguircd it and in offect it was only by boir.g 
prorcptod by a Fedoral agcncy soma seven years 
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latar that Xerox mad* an offer and thcn they 

mada an illusory offar. 

THE COUnT: I was just struck lookir.g 

« 

at this that that allegation doccn’t ceem to 
ba sot forth, that what you have don® is set 
forth facts that nay or may not — when you say 
do prove that allegation, but the allegation 
la not hera, and what's here io the cvide»>co. 

MR. KAYE: Ko, I think just oinply an 

allegation of faot, the ailagttion c£ f&efe, .ut 
avidonca. The allogation of fact io that in 
the December of 1969 the Pederel Trade 
Comznission comr.anced a procecdir.g. The 
allegation of fact is that in 1970 Xcro?t ir. 
affect for tho first time offered to grant a 
license on a -- for plain paper, on plain 
papar patents. 

Now, the ąuoation is, was there a 

t 

ralatlon botween the two, and that io yet to 
ba known. Wa don't know that. 

TITE COURTt If you aro not alleging 
that, And I don't ąuita sea why you wanted to 
plaad it. 

MR. KAYEi Wa aro — what I am saylng 
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is that wo certainly do have reaaon to belicvo, 
basad on the coincidence of thoso two facta 
and the othor focta where there had not been 
•ny offers, that at leaat a roaaon, lf thet-e 
were any moro wc don’t kr.ow, for that offur 
was tha ccnenencement of that invoetirretion. 

The staff of the Comminsioo who htve had 
access to othor doeumenta have mado that, aa 
far as I underctand, mado that ertplicit in the 
ssnae that they ha*/e slrrply u : «.id that fchii.o 
offers have baon a conacąuence of that. 

Wo did not have, when we plcad thls action, 
tho papar on which we could make that —- lj thvi 
la a charge, that chnręcd diroctly, fl rić we v W j'.i 
leave to thls mement to dlscovery to s*e wiiotrr-;: 
or not it had ony rolaticnehip. 

Lct tre say thio, your Honor, bofore I 
pass on thls partlcular point, and I think i 
know what le troubllng you. We didn't say i n 
104, for the reason — becauoe of what occurred 
in paragraph 103, Xerox offered those lieeroes. 
And I get the impresuion if we had sald that 
that you would havo no problem wlth those 
allegationo. 
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THE COURT* I don't Jenów whether I 
would or not. But in looking ut it — 

MR.KAYEt Z sense that ia the problem 

you have, and one of tha reaaona that, if I 
can try to thlnk beck retroapectively, that 
we dld not do that, la that not knowing there 
ware othor reaacna it would be promatura at 
thia point for uo to try to apeeulata as to 
all of the reanona that they had. But I think 
it is agnin ~ 

TRE COURT: What you are reaily snying 

ia that, at least aa to thia phasa of tho casc, 
you are not reaily aurę whether this 3et of 
focts aupporta an antitrust causa of acticn or 
not but you want to plead thosa facts and ther. 
go through aome diacovery and then ses if you 
are able to make tho allegation that will 
pupport a causa of action. 

MR. KAYEt No, your Honor. The only 
quoation is whather — if we eliminated 103, 
putting aside any 3tatute of limitatiors 
quastion. It has a value from tho atatuto of 
llraitationa point of viaw in any avant juet aa 
in Atlantic City, they have not plead yat ao I 
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don't know, but we from 104 on, thero La no — 
we have no problem. We think that wo have 
statod clalma aufficient to, insofar ao,parta 
of violatlona of law aro concerned. 

The only queetion ls the — the only 
email question, if that le the right way to 
spaak, as Mr. Sobal jaId, la whether ot not 
the Commiaolon cctlon had any bcaring — was a 
reaoon for ir.aking the offor. 

New, Mr. G“.bol ta id even lf lt wozo it 
ie insnaterlal. How that I dlaagree with. 

THE COUPTi Weil, I dldn't undei‘8tend 
him to say that. I thought hla point vac thrt 
•ven lf lt was materiał aa a mttter of evidor.ee 
it * o en irapropar portion of the ploading. 

MR, KhYE: I did not understor.d him 

in that way. I thought that he sald that ever. 
it were the fact, the fact — 

MR. SOBELj I sald it both waya. I 
sald it ie in the alternative. 

MR. KAYEt I don't think 103 is by 
any standend an allegation of evidence. It la 
an allegation of fact. On December 1, 1969 an 
action was commended by the Federal Trade 
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Commission against :<srox, aacuming — that 
wculd ba tha fart. Likewiso, the paragraph llo. 

But in tama of tha ov©rall principleu, 
tha ground rulon of what tha Court ahould ba 
doing or not doing, whieh wo roferred to befpre, 
tha thlng that tha Court should not be doing, 
the thing that ono of the — ono of tha purposea 
of the Fcderal Rules la that the Court ahould 
not bo getting atuff at the plcadir.g stage in 
trying to pick out each pcrticular nllf.gation, 
whather thia one ahould be in or thia sub- 
paragraph shculd bo out. 

Aa Judgo Feinberg aaid, aurciing up all 

of tha caaaa,tho Court ahould ba, at the 

ple ad Ing staga, it ie not to prura one allegir-icn 

or tha other or porhapa if your Honor — or if 

wo falt — wa ought to aay, on information we 

balieve that one of tha reasona thnt SCM 
♦ 

believes that thia was done, that theoe offero 
were madę but because of the eoncrencement, aa 
wo do beliove, it ia not neceaaary for the Court 
to do that and try to patch up a smali pleading 
point. 

You underrtand, your Honor, I think that 
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it is pcrfectly propcr lor us to ein-.ply plcad 
to facto. The exl9tonce of the aetion aad then 
tho offer of the liccnse. It's enough for us 
l*ter on to do it, but oven if I'ra wronę is 
what I am saying, this is of no concequenca. 

Tho questicn of prejtdice on this, thero 
is nona now, certainly. There is no prajudice. 
Theaa — thia is all public inforrcation. No — 
Xerox i® not ouffering any prcjudice frc~i tho 
existor.ee of this allegation as Judgs Firk- 
Patrick caid and, therefore, there in r.c point 
in doing anything striking, certainly not at 
this point. 

On paragraph 170b and paiagrtph ).7Cc, 
thess allcgations are, of coureo, highly 
pertinant to our eguitable claim brcause they 
are additional reioons why thia Court and why 
SCM as a matter of equitable relief should bo 

e 

entitled ~~ assuming that ita claims are correct, 
needs to have eguiteble relief. 

We aro proparad to prove that thera ic— 
taking 17Cb, tho first sentence, we aro prepared 
to prove that thore is no poasibility that thoro 
could be any permanent lnjunctlve relief agalnst 
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Xerox if the staff of tho Conutisaion i o correct 
for eighfc or ten yeare, so that that bears on 
tha gusstion of the extcr.t to whłch in a private 
actionyou ought,to be — that this Ccurt ought 
to bo active. 

It aleo beara on whether or not SCM ie 
entitled to preliminary and parwanont relief to the 
standcrdfi that have been described by the Court 
of Appeale in the A&P cn a*, the Gulf and 
Wwbtern c&oe whore the Court of App^nlB tcid w!'*r? 
the.ro ie a privato action and where the nsattoro are 
of enormous public internet, we will apply the 
same standard in that private acticr. on injunctiv« 
relief aa ia applied in the gevcmrce>nt acticn. 

The governinent can't do everything, and thoy can't 
do it oomctineu aa well aa the private partiea. 

Tho paragraph nub (c) aro allegationo 
whfch bear cn tlie eguitable relief aspect of thia 
caae because tht-y chow in tho first instance what 
Xerox, as we b«iieve, io going to fight that casn 
down as long and as hard as it can, which is ita 
right. 

That caae ic not goir.g to hnve any impact 
out in the marketplace insofar as it's considercd 
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to bo a nuisance, that they aro going to do ewry- 
thlng thoy can, not only on the meritc, but on 
jurledictlonal grounds to aee that that cabe i 3 
not — 

THE COURTi Focusing on that 170(c), ia all 
that in explication of your allegation that you 
will ouffor irreparable injury? 

MR. KAYEi The need for — it's an explicntion 
of tho need for expeditloua, eouitabl* relief, md 
in terma of irreparable injury/ to tho *xt*nt that 
it relatea to irreparable injury, it means that 
Xerox ia not going to aofton ita policies in any 
way to make it, and, there.fore, yet, but it ia 
prim&rily — all of the — both (b) and (c) eloo 
relate to our claim that, or our oosition in thio 
caae, that the second claim; that ia, as to th* 
damages, ought not to be — ought to be defered 
until the que»tiono relating to prospective relief 
are — have been completod. 

That ia a oubject we touched in our 
eonference last week, and it'a a aubject that I hope 
your Honor ia going to have tiroe today to continua. 
You indicated a poaaibility that after thia 
argument we could go and talk about that, but -- 
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THE COURTi Ali rlght. 

MR. KAYEi Now, the laat portloa of the attack 
by x«rox ls the most interectlngpart of lt 
ineofar ao the FTC, and that la, paragrapha 
34(a), 34(b) and 40(c). There w® hav* glven 
•pecific attrlbution to the abętenento. Thero la 
no ąuoation but that an adroiosłon agalnst lnterest 
ln a pleading in another caee la admieoible. Thare 
la no ąuestion afcout that. 

If you tak® 34(a), iet's forget the 
attrlbution aapect for a minuto, ve could allego, 
aiid lt would be nn allegation of fact Siimply, that 
prlmary factor contributlng to X*rox'o presert 
market positlon ic pntonta isnued by th* United 
States Govemmert. 

Now, that allogotion of fact insofar aa thla 
caoe is concerned la very crltical. Now, X*rox 
also complains about that allegation there thero la 
no attrlbution, lt was mado one* eloewhere in 
a different. cont.ey.t, and as part of a differont 
argument. What they really — what thoy aro 
objecting to,and I just want to tako a mement on 
thls point, ic o vory, very important cubctantlyo 
point. Xorox’s virw la that vhatever ita market 
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position, and lot:'a aosume for purposcs of my 
diacueoion, what Xerox, we expect Xerox will 
cor.tand it haa a quota, "30% market", position 
whon ycu look at it from a marketing point o£ view, 
and let'a put aside our vicw that a propsr look at 
tho market ia the sklll and technology of Xerograph 
or another properview of the market is plain papar 
Office copiars, but we will put that aside. I.et'a 
aaoume it’c 30* as w« antisipafce they will ca y. 

Thoy say that their market charci that ia, 
their conpetitiva market charo, ie a result — 
a primary factor in achi*ving and maintsining that 
aro patents. What aro petenta? A patent undor 
the Patent Act ia a negative right to exclui» otl - 
from using, making or rolling the invention do aer l. 
or covered in the patent. 

Now, they havr 1700 petenta. Home of them 
are now explred. If, as they hava stated in 
^heir anawtr to the Federal Trade Commio.i ion , that 
a primary factor ir. achi«ving their market oharo 
haa been their ability to exclude otherc frem 
uaing, making or rolling the inventions dcacribod 
in 1700 Xerographic patents, what they are saying 
is not a gueatior. of excellence of anything,not 


I 
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a question of their own ingenuity, but of their 
abillty to stop people from using inventions„ 

Now, that's not y«t Ulegał in terna of 
oyf view becaus* ther® inay b® clrcunifltsnws in whicK 
under the tnonopoly law they do# but what lt do*s 
than rals« is fcow did they acąuire thosa patentu, 
how did they acąuiro the ability to reatraia, 

®xclude and restrain others frcm uoir.g and making 

4 

those pat-Witc. Thei. we como into the gueoticna 

undar the antltrust laws. Wh*r® the acouicitions 

from Dattall® and Horizons the foundation 

% 

of all of this tachnology, eema 200 patento, 
includiug the basie patento. 

SEction 7 sayn ther® will be no 
acąuisition of asGets which may have the probabl? 
effect of oubetar.tinlly lessning conpctition. 

Xerox obtalnt them from Battelle and Horizor. 
and now has the right to exclude all othero. 

Xerox, in terma of Section 1 of the Sherman Act, 
•nters into numtroua agreements with many othor 

r 

companiea whereby they give Xerographic tcclJiology 
to fieldu not involved in Office copier and get 
grante back by which they got back — 

THE COURTi I don't think they are at this 
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otage diaputing you have the right to plaed that 
theory of an antitruot violation. Thoy 
undoubtedly will want to be heard at the * 
appropriate tlme, but I don't think that'a their 
guarrel with the complaint. They fir.d it, 

I auppoae, juat gratuitoua to add the refarenc© that 
thia particular cjuote came in an answor to a ' 
complaint by the F7C — suppooing in the couree 
of a trial your evider.ce obout th* FTC doisi:.' 4 - rr-r* 
in? 

MR. KAYEi Then it doceń*t come in# the cp.u-.o~ 
tion of whether it'o been pled La of no prejućice 
whataoever. The gueation — wo are not jntroduclng 
the evider.ce. If we were introducing th? evid«?ncc 
and the Court found that the atater.ent was on 
admisaion againot intereat, we would b« entitled 
to introduce the anawet. At this point in time, 
our opecificity, not only by way of guotatior., 
but by refererice to X*rox — to the Comminaion, 
haa no problem. And the reaaon I aay that is 
they object to the allegation, even tl.ough where 

it'a ontained eleewhere, 4277 and 137, whore we / 

* 

don't make any reference to the fact that it war 
pled in the Commiaaion proceedinga. My poin* 
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and th« reaoon I spant this time on it, is that 
thay really — they ara. raally not concernad 
about the fact that wa referred to the Corrónisalon 
proceedings. Thay ara raally concernad about 
trying to gat out of this pleadlng. This -- what 
we considar to ba highly matarial allcgation. 

New, at this junctura of tha case, your Honor 
doesn't hava to agraa with us, quite obvioudy r 
that it'o avan matarial. Tha point is that 
wa as pleaders ehould ba allowed to — and tha 
authorities all support us — what wa hava dona, 
wa should ba allowed to plaad wb at wa think is 
matarial, and I havc taken a gcod daal of your 
Honor's time, and I think that it'a fceen in 
consecrutnce of an affort by Xarox hara not really 
to avoid any problcms or burdana in terme of pleadi 
becauaa I dor.'t think thay hava any. Thay cen 
eithar adnit, or tha.y can dany, or if thay hav* 
an allcgation, they can dany or they can admit oo 
much of the allegaticn and dany tha root. There 
is no — therc are no pleadings hare of co-callcd 
— with third party witncBoen, so thara ic any 
daninie of knowledge er Information. This io cli 
Xerox materiał. As a plaading matter, there is no 
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Th® reason we nre horę i B that Xercx do:^s 
not want to have to face up to — at the Vory 
beginning of thie case— to sonie of the real 
problcms that they have, substantlye. what 
they woulij llke to do la go baek to a goneral 
ocnclusory pleading which op*na the field aa wide 
aa posoible and to otart thia case ov«r — 

THE COUPT: In thcse tama, what do they 
do with 35 where it F.ays: nothing contained in 
the Patent Act providea antitruot ircmunity to 
Xerox with recpect to the mo.thcda employed by 
Xerox to perfect and raaintain a monopoly, io 
that a yca or no? 

md 

MR. KAYEi^^liat 1 a a legał conclunion, your 
Honor, and — 

THE COURT: Ev*n if it's a legał conclusicn, 
is it ouocaptible to — I asoume you are looking 
for the "yaa"? 

MR. KAYEj Th® onower ia they will deny that 
becau® they plead the Patent ACt provide 3 an Lr.munit-/ 
and they so plod it in the Coramissioa proceedinga. 
That happena to be not an allegaticn to which 
they make no objection. It happens that to all of 
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th© concededly legał allegations and generał 
conclusory allegations, whether a mix fact 

of law or law, or however you want to cali’ it, 
they hav* notobjected to any of those. 

Any of th© pleadings, aa we go through, 
aa I go through, any of tha pleadingo thut looks 
like lt 1 8 going to be ©asy for them to deny gererally, 
they have macie no objection to. 

THE COURTi Excopt, of course, they have 
aald lt'a not a pleadlng that ie conolatent 
wlth Rule 8. I don't think they feel they have 
glven me ©very — thla one roay not cause them 
trouble. They car. deny lt, hut. I cn looklng it jt 
aa whether that roally ic tha typa of an alleg&ticn 
Rule 8 contemplates. 

MR. KAYEi I think lt la becauae it given them 
notice lnoofar ac legał contentlona ar© concerned 
©xnctly wkere we — that la, where the plaintiffa 
stand on the pooition of whether or not the 
Patent Act provides any antitrust iramunity wlth 
reapact to the methećs, that la, the method by whlch 
they acguired — they have — we hava taken tk© 
stand on that and they can take a stand on that, 
and they have token a stand on that in anotker 
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action. 

THE COUKT: Is the trier ultiirułtily to 
dacide yae or n 0 who ia right on that 
allagatlon? 

MR. KAYE: That*a a legał conclusJon for tha 
datarnination to mada by theCourt, 

THE COURTj Ab a yoo or no proposition? it 
just doasn't atrika ma that it lando itsalf to that 
typa cf rcsolution. I would Imagir.ft peop ł .a wov>ld 
ba dabating for yoara whefcher ther* ir ar.ything 
in tha Patent Act that glveo eon? immunity -- 

MR, KAYEj If you re-ad tha aile.gctiora, 
nothing in tha Patent Act prcvidea antitrust 
lmmunlty to Xarox with rocpact to tha raati.ods 
employed by Xarox to parfact and maintoin an 
aconomic monopoly over tha manufacturing and 
marketing of plain papar copiars. That'a a 
concluoion which io going to ba -- may ba dabat&d 
in thio caso, maybe Xarox will admit it, May ba 
X*-iox will egraa that tha Patent Act —- taka 
that out ot tha caoa. That they ara not going to 
take any pcoition in thio caae that there ic any 
provision of tha Patent Act that baora on tha 
gueation of tha lega lity or illegality of perfectlr.g 
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and raaintaining an ©conomic monopoly cver the 
menufacture of plain paper copicro. 

Now, J.n th© FTC encwer, tno Xerox pled not 
or.ly legał corcluclon, but they refer to c acae, they 
referred to the Automatic cas© back in 1951 in th© 
Suprem© Court, saylng that the aggregation of patenta 
in and of itself waa not illegal. Critical 
legał issueu es to when an aggregation of patentu 
is legał or io not ltgal. 

Again, th© plcuding point in, is the 
Court going to exercin© discretion to ir.terfer^ 
nt this stage v/itli th« precla© m r ..r.n«r in which the 
plainti/f deaires to present itc cao© &nd tella 
th© defendant th© kind of road he ic going to 
follow to bring this ces©, in the plaintiff'a cyec 
tc judgment, or are w© going to go ccntenc© by 
sentenc©, comma by comma, or cleue© ty clav ,f ?e to 
perhapa improv© it, p©rhapa prune it. 

Our vi«v is that th© Court ohould not grant 
any aspect of their motion,thafc v»© chould g©t 
a pleading, w© should get their oounterclaimo, 
that th© isauec drawn by th©pl«adlngo are going 
to vaatly ©nhance tii© opportunity of the partie© 
and the Court to go on with all o2 the other 
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issues that ar* going to b« in the caac. 

MR» SOHELr May I make aorne brief response? 

I Jon't thlnk łt'3 necessary for m* to addreea 
th* many pointa Mr. Kay* touched on, but in th* firat 
plac*, it'a atill tru* that th* complaint vlolat*s 
Rui* 8. In th* s*cond place,the caseo have 
stricken claima for«v*r inclualonof *vid®ntiary 
d*tail. 

In th* third place, th* inclucion of thio meo« 
of *vid*ntiary d«tail is almost in nv*ry ca 3 » 
rodundant. Tak* a look at paragraph 42 of th* 
complaint, and this i« char&cteriutio cf the way 
th* whol* pleading waa drawn. Th* *vid*ntiary 
detali foliowa and expands upon thepleading of 
th* conclusiona or ultimat* facta. 

In th© fourth plac*, th* incluaion of this 
«vid*ntiary detail, this raassiv* atuff which 
lmpo*e3 — whicłi do*a impoa* a burden on ua, which 
I won't go into it again becaus© I cov*r©d it th* 
firat tlme, it do*an't aimplify anything, ycur 
Honor. 

To tak* th* paragraph on Horiron, which Mr. 

Kay* alludea to in hio paprrs and raentioned juot 
b*fore, «ven if our chief executive caid this, 
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aa your Honor commented, it doesn't Jiopose cf 
any isaue with respect to our rclationahip v/ith 
Horlzons. We still have to inveatigat* and 
SCM will hav* to lmreatigate if it’a to do ita jeb, 
all the details of why w® entered into Horlzons, 
how we first cara* in contact with fchem, what they 
did for ua, what the subjective importanoe or 
objective, if you make it obj«ctive, of the work 
they did, any patenta that they generated, the face 
tnat they wera on arn of our own research 
aotivity, the lncluaion of this detali aimpiifiea 
nothlng, and on eimpllfication, a referenci to 
Profeasor Handler'o ooraments in 1951 are out 
of place, your Honor. 

I don‘t presusna to apeak for Profocaor 
Handler, but to go from a comment about oimpiifying 
the charge* to filing this ccmplaint with all 
that evidentiary baggage, could not have been 
what — it'a a lor.g trip from what Handler sald 
to this complaint. And the aimplificction 
procen a la complicated by the rules for diocovery 
and pretrial procedur**, not for pleading. 

I juat h«v*> a fev morę pointa here, your 
Honor. With respect to our motlon to the 
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Coranlselon, there io nothing to nay «xcopt that nr. 
examination of lt will rov«al that we did not ask 
for any of the evidentlary detali that we are now, 
chałlengIng. 1 cculd do it one by cne, but I 
don't aee any point. We dcn't aak for any of tho 
statistica, quoteo, witnesa 1 ' atatementa or the 
like. 

And we atlll m&intain that tho proper courne 
for the płałntiff bere la to serve a proprr 
coaplaint and then proc^ed scccrdtngly -- m 
accordance with the diacov*ry rulet to that we c«n 
reepond in on orderly mann er and register 'iny 
objactions ve have. 

With rospect to t^ocre, whlch Mr. K&ye 
contlnaeo to rely on, I can only refer your Honor 
to the quotationa whlch Z read in my papera 
whlch contemplate ^he atrlklng of antltrust 
oomplalnt for evidentlary detali, and that was 
8.17 (3), page 1772, and 8.13 at 1703-04, and the 
Naglcr case la the law in this circv.lt and 
evidentiary detalls with dlaccvery proceaa under 
Nagler. 

THE COURTi It Sftyu there — I forgot the word 
dlafovor or oomething llke that, but that la 



/ 
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not a striking of the complaint for detali — 

MR. SOBELi Zn that caoa, you ara correct. 

What happanad waa that a diatrict judga 
thraw out a complaint because it was lnaufficiently 
partlcular and the Socond Circuit rainstated it 
aaylng it's not a good idea to includa thio 
avidenca, that tha diatrict judga seems to Łhink 
it's reguired, and, indeed, it's a bad idea. 

We ara quite willing, ir.cidentally, to 
plaad to 8CM 1 s ultimata facts and theoriaa, 
wa ara not trylng to avold pleading, and with 
respect to tha raferancas to the FTC, for 
exampla, if aoraa of thosa ultimata facta plaaćad 
in thera ara appropriate for incluolon in a 
pleading, wa will reopond to them. Our point 
is that tha rafaranca to the fact that thera io 
an FTC investigation and complaint doeon't 
advanca tha causa any, and if it doaa, if it has 
any ralavanca, it'o far outweighed by the 
prajudlca lnvolvad and tha rafaranca to Judga 
KirkPatrlek leads nowhera bacauca Gottasman 
in tha First Circuit -- Gotteaman in tha SEcond 
Circuit, and tha International Showcaaa in tha Firot 


Circuit, recognize that civil actions can ba 
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projudicial. 

°n* ®ore point on tho raotion for moro 
deflnlto atatoment, your Honor, and then I will 
alt down. Basidoa tho fact tfcat wa do not now know 
whothor tho patant claim, tho 006 claim will 
bo otayed, I ahould point out, and I didn't, 
that Blonder-Tongue worka on. way. if tho outcom. 
io favorabl« to Xerox, 3CM haa not indicated that 
it will ctand by that docioion. Maybe it will, 

but I would bo intoreated in hoaring whothor it 
will. 

Mor.oovor, thor. ie a different infringement 
ąu.ation h.r«, your Honor, SCM'a machinea aro 
not tho oama machinea aa Dennison haa, and proof 
of infring.mont will not bo diapoaed of by tho 
infringamant iaauo in tho Donnioon caso. 

THE COUHT t I tak. it hie point was that to 
tho oxtont that Yalidity i. adjudicatod, wo will 
know moro than wo know now. 

MR. SOBEL* My point ia, your Honor, bocauso 
of thoao difforont iaau.a and boeauao to f our 
likoly countorclaim, thor. is no baaia .v.n for 
ataying thia claim, and ainco that lasu. hai.n't 
•v« boon facod, it*a lnappropriato not to 



i 


k 


E 160 

Proceedinge of September 21 t 1973 

72 

recjuire th«ra to give us aome kind of rudimentary 
pleading whlch indicates the basis of their clslm. 

MR. KAYEt Unleaa you wantma to, I think 
our papara covcr their point. 

TUB COURT: I think they cov«r — 

MR. KAYEt The orły point on the infringement 
on fcha third clain, we don't raiae the 
infringement iaaue, aa your Honor pointed out, it 
is only aa to the validity point, so, thercfore, 
the other proceedinga are going to hava a 
diract bearing. 

THE COURTi May have. 

MR. KAYEt They are going to havea direct 
bearing. If Xerox wino, one, two or thrce 
lawsuits on 006, guita obviounly there i* going 
to be a guestion as to whether as a practicel 
matter we are going to pursue it — but on the 
pleading —• forgive me, the ATwood caae, for 
example, 46 page jcmplaint, eona id*-rod 

it waa a short and plain statement, fulfillod tha 
8th reąuirement. I came homa, my wifa ia a lawyor, 
Z told her that Xerox mada a motion againut thia 
complaint and becausa they were complairing 


about the lit):, and ahe saidt w#ll, there are a 
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lot of thinga that you had to sny, naybe thay did 
a lot of thIng b wrong co you Łook tim*. Mayl>a wo 
could hav« eaid it in t\?o bundr*d pagcs, whafc Ib 
prollK, what Ib long depends on th® 

circuir.stanc*s of th* cac*. That'a what tho Atwoon 
caae la, and th* bot.tom lin® aa far as I can 
your Honor, will read tho complaint and in th* lirhf 
of theaa guide linos, detf-rmire th® point. 

THE COURT: It ia a fair "UK^tion and I will 
ondaarror to do it. 

I tak* it that counsel do want to me*t and 
diacu38 what w* left off laot tir.-,* aa to eoma 
aort of scheduling, looking tcword a recolution ci 
th* prolirainary injunction. 

MR. SOBEI.: I thought you w^r® going to eddrr 
diocovary. 

THE COUIvPi I thought you do want to meet 
in chambero, Id that correct? 

MR, KAYEj Yes, your Honor, on my point 
would be on not only thaprelimir.ary injuncti.cn point, 
but th* other pointa that you raiae aa wali. 

THE COURT: W« will do that. 

r 

(Couit adjoumed.) 
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MEMORANDUM IN SUPPORT OF PLAINTIFF'S MOTION FOR 
SEPARATE TRIAL AND ANCILLARY RELIEF 

* 

UNITED STATES DISTP.JCT CCURT 
FOR THE DISTP.ICT OF CONNECTICUT 


x 

SCM CORPORATION, . 

Plaintiff, : 

-against- . 

XEROX CORPORATION, : 

Defendant. : 

x 


Index No. 15807 


SCM'S MEMORANDUM IN SUPPORT 
Gł- IiS HUłiU< biiWlRATL 

TRIAL OF THE ISSUFS OF XF.ROX'S 
ALLEGED VIOLATIONS OF THE 
ANTITRIJST LAWS, AND FOR ANCILLARY 
RELIEF. 


This memorandum is submitted under Seal*in support 
of SCM 1 s motion for separate trial of the issues of whether 
Xerox has violated each of Sections 1 and 2 of the Sherman Act 
and Section 7 of the Clayton Act; for a stay of proceedings 
with lespcct to all other issues, claims or counterclaims in 
this action pcnćing such separate trial; for a stay of procccd- 


* 


Thir. memorandum and its cxhibits contained in 
b:r.Jcr are Ju^mittcd ur.ucr scal bccause puges 
contair. lacts obtained from cort.ain doo 
havo been prouuccd by Xerox to SCM, and which 
covcrod by the "t.entativc" confidentiality agj 
the parties. 


the accompanyj’ 
r 1 — 10 througn 
nents which 
are prosontl'' 
cement bctween 
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ings v:ith respect to SCM's Third Claim and Xerox's First and 
Second Counterclaims on aćditioaal ęrounds undor the Blonćcr- 
Tonguc * clecision; and for scheduling May 1, 197 4 as the com- 
mencement datę of the separate trial or, in the alternative, as 
the conner.cenent datę for a hearing on SCM's contemporaneous 
motion for a prelinir.ary injunction. 

The issue raised by these motions is how the further 
proceodings in this action will be structured in the interests 
of justice, taking into account (a) SCM's legitimate interest 
ip 8ecuring the most expeditious adjudication of the prelinir.ary 
and pernaner.t eąuitable relief reąuested by its First Clain of 
its Amended Conplaint pursuant to Section 16 of the Clayton Act 
(15 U.S.C. S26); (fc>) Xerox's claimed right of trial by jury of 
any legał issues raisad by SCM's Second and Third Claims of. its 
Amended Complaint pursuant to Section 4 of the Clayton Act 
(15 U.S.C. §15) and any legał issues raised by Xercx's three 
patent counterclaims; and (c) the most efficacious and econcmic 
use of the time and resources of the Court and the parties. 


* Blondor-T on^uo Laboratories, Inc. v. University of Illinois 
Founacition, u.S. jTI (1971) . 
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POINT I 

THE VIOLATION ISSUES SHOUI.D BE 
SF.VERKD AND PROCEEDIMGS AS TO THE 
OT1IEK ISSUES S110ULD BE STAYED. 

The relief sought of a separate trial (before a 
jury because of Xerox's timely jury demand) of the 
issues of its alleged violations of the antitrust laws, and 
stay of all other proceedings, is, we think, the most 
practical method by which all three of those objectives de- 

scribed on the previous page can be accommodated and achieved.* 


™ = ? nS1 K? r tHat many ° f the coc I ent reasons, including the 
great public lmportance of this case, (Gulf + Western Ir.dus- 

** ' TV T K r* n ^ 1 ~ r. . --— 

— —s-ii r . r _ * ~ ~ ^ ^ ^ ^ 4 v * J >a i.v, : r.c . 

Z'* li 6aj ,^ u ^ ir * supporting the relief- 

ght by this motion, also perruasively demonstrate that 

°to S . f - tS t nt ° narrow cate gory of extraordinary 
? fa *. inVOlV1 ? g jm Pcrative circumstances" permitting 
the >-ourt to try the eguitable claim first, without a jury, 

m uku?° n Inc ‘ v * Westover f 359 U.S. 500, 510- 

oii (195BJ, and its progeny. 


(5th Cir. 19 7 0); 
the circumstances 
trial by jury 


See Dairy Ouoen, Inc. v. Wood , 369 U.S. 469, 472-473 (1962)• 

gff Łi’i‘V śo Wh that isrC 

no^hi^f* 1 . s “ t “ tor >’ scheme of procedurę and relief would 

530 n«7«f' ea ^ ! 0 S2*S, V - g° r ? hard - U.S. 531, 537-38, 

539 (19/0); and R achel v. liii 1 , 435 F.2d 59 

cert, den 1 od , 4 0TU73T 904*TlJ71), where in 

presentod, the Court pregervcd the right of 

b> iofusing to impose collatcral cstoppel. 

Neyertheiess, we prescntly considor that that aoproach need 

S?łlii'iiS her ° n.! Ki th ° a ^ jroach Proposed by SCM*s rctic: 

utilizmg, as hoaeon l_hc.it ros sucgosts, the "flexible uro- 

ccuuies OL th.e uja^l wili both fully prescrve 

SCM°s cli-Tr r ;? h J tL> , tlljl b ‘/ i^ry of legał issues; and 
^■'.. S P C { d . ighł - to the ""‘O 21 oxpcditious ad jud j cation 

.1 cJaims for prelir.mary and porrr.ancnt cguitablo relef 
under Soctica JC of the Clayton Act, and with She greaS.t 

of W delay. neaSUr ° ° f economy » convenienco and the avoidance 
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SCM* s legitimate' interest in the earliest possibie 
adjudication of its claims for preliminary and pernanent 
equitable relief stems frorn the urgent public and private 
importance of those claims. Those claims ccncern the naturę 
and extent of the competition, if any, that will exist in 
futurę years with reśpect to the skill and technology and the 
manufacture and marketing of plain paper Office copiers, and 
whether the users of plain paper Office copiers and the public 
generally will have the benefits of effective competition. 

If there can be any doubt concerning the existence 
of Xerox's enormous technological, manufacturing and marketing 
power with respect to plain paper office copiers and its 

> 1 i' f tr a i nf i 4-r> f V* a f pOV ? C— IT. t !iO COIT.ir.^J 

years, it is fuliy dispelled by Xerox's own business plan 
in recent years, including its most recent 1100 page 1972 
Long Far.ge Plan.* 

Based on a comprehensive study of those long-range 
plans, it is evidcnt that Xerox's manufacturing and marketing 
power today proviće enormous barriers to entry and to effec- 
tive competition and many of those powers continue to grow 
each day. In the years to come, Xerox will be evcn morę 
formidable than it is today if it remains unchecked until 

* That 1972 Long Pange Plan and other related documcnts will 
be handcć up to the Court at its rccjuest on the hcaring 
of this mcticn. 
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linal adjudication of relief, if it is ultimately determined 
to have violnted the antitrust laws. 

The possibility must be recognized that absent some 
effective relief from the Court within the reasonably fore- 
seeable futurę, Xerox may maintain or increase its dominance 
in the manufacture and marketing of plain paper Office copiers 
and that only IBM -- if anyone at all ~ will be engaged in 
the same kind of activities. 


In a recent brief position paper presented to the 
Department of Justice(and furnished herewith as Exhibit 1 
to this motion), Control Data Corporation, Honeywell, National 


f>h Tl&ffl ęf rr a» ^ 

* - **- jrj 


**•» r> A ^ - a. i .. - .i .i _ ■* 

- l c* liuh duui US£> tjU 


themselves to the same problem of the effects of the alleged 
monopoly power held by IBM in the Computer industry. With 
regird to the pending Government action against IBM, those 
companies emphasized the need for severance of the issues of 
violation from the issues concerning permanent relief. They 
urgcd severance and prompt trial of the first issue: violation. 
They furthe.. emphasized that effective interim relief is 
necded soon, bocause otherV?ise, by the time permanent relief 
is mandated nlter trial on a finding of violation and appeal 
o. all issues, tho permanent relief ultimately granted may be 
uholly incffectual bocause of the inereases in IBM's power 
and market sharc during the protracted interim of dclay. 
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Those four conpanies also exp<ressed strongly that 
relief prior to permanent relief (assuming a violation were 
found to exist) should be fcoth "structural" and "behavioral", 
including inhibiting further growth of IBM's power; mandatory 
licensing of patented and unpatehted Computer technology on 
a reasonable royalty, nondiscriminatory basis; and sale of 
IBM unique products to IBM's competitors. ihey urged the necessity 
of such interim relief to abate the effects and prevent the 
further growth of the Ulegał monopoly power pending the effec- 
tuation of permanent ecuitable relief. 

Conversely, they also pointed to tho great saving 
of tirae and et tort tor the court and the parties it it were 
initially determined on the severed issue that there were 
no violations of law. 

The same considerations advanced by those four 

/ 

major companies apply with equal force here. Indeed, the 
very determination by §i jury that Xerox has violated the 
antitrust laws would by itself, without morę, constitute 
the first important step towards stimulating ccmpetition. 

Potcntial and actual competitors would thcn havc the certain belief 
of judicial acticn in fashionir.g and impcsing preliminary cquitablc relief; and 
the reasonable expcctation of permanent relief, ultimatcly 
.to establish fuli and fair competition and to 
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nullify the effccts cf Xerox's r.onopolistic or anticcmpetitive 
seto. Ercpar.dod invostment and conpetitive sctivity car. thus 
leasonubly bc expected. Short of a jury deternination of vio- 
lation, a deternination by the Court of likelihood of success 
on a motion for preltminary injunction should produce a good 
measure of those same effects. 

It cannot be seriously disputed by Xerox, that defcr- 
ral of pretrial discovery and other proceedir.gs relating to 
the issues of SCM's claim for monetary damages due to Xerox 1 s 
past acts will substantially shorten the time reguired to 
bring the issues of violation to trial. Of equal force here, 
as applied to SCM's claimed damages, Xerox's counsel pointed 
out in connection with its motion to stay Litton's antitrust 
claims that exhaustive discovery will be required to determine 
^nd in what amount Litton's subsidiaries have been 
damaged by the alleged monopolistic practices of Xerox" 

(par. 9 of the affidavit of Stanley D. Robinson, Esq., dated 
February 7, 1973). 


In addition, if violation were detoimincd after 
separate trial of the sevcred issues, there could be an 
imnediate appeal under 28 U.S.C. 1292(b) to the Court of 
Appeals, and if appropriate, to the Suprene Court, contempor- 
ancously with further proccedings in the trial court with 
rrspcct to prelininary injunctive relief, pcrr.ancnt ir.junctiv, 
relief and monetary damages. 
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Ke put asiće for later discussion in Point II thc 
consideration of how speedily the severed issues of antitrust 
violation can be tried before a jury and whether they can be 
tried, as SCM believes, by May of 1974. We make that demon- 
station in Point II by discussing and showing that under estab- 
lished principles relating to market definition in antitrust 
cases, as applied to the kir.d of facts already known by Xerox 
and disclosed in documents already produced to SCM r Xerox is 
not entitled to the extraordinary and protracted pretrial 
discovery as to market issues which it seeks. Such discovery 
may properly be limited under legał principles applicable to 
market definition and under the Federal Rules, thereby per- 
mitting trial by May of 1974, assuming the dilioent efforts of 
both parties; or if not by then, at least by some time in the 
reasonably foreseeable futurę. 

As to SCM's Third Claim and Xerox's First and Second 
Counterclaims, all raising issues of the validity of the 
Middleton-Reynolds '006 patent, there is no pressing private 
or public urgency in their adjudication. In its answer Xerox 
has alleged that sińce May, 1970 SCM failed to perform its 
obligations under the 1968 '006 patent license (par. 75); and 
that sińce December, 1971 SCM has infringed that patent 
(par. 83). Xerox admits that prior to the datę of service of 
its answer on Novcmber 12, 1973, it did not connence any action 
against SCM for breach of contract cr infringcment (par. 64) . 
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Xer°x' s Third Counterclaim for alleged infringement by SCM 
coatod paper Office copiers is based on another Xerox patent 
lssued about seventeen months ago on June 27, 1972 (par. 87) 
on an application originally filed nineteen years prior, on 
September 15, 1953; and which was acquired by Xerox from 

Horizons by assignment in 1960 (see par. 21 of SCM's Amended 
Complaint). 

Accordingly, it is eyident that there is no 
pressing urgency for procoodings with respoct to the patent 
matters raised hy SCM-s Third Claim and Xoro x .s Counterclaims, 
and that thosc counterclaims are nothing ,oro than a litiga- 

tron rosponse or a "refle X reaction" (as that term is used 

** 1 of tMr ecu-*-' - ~~.. . . 

- - -• cccisicn datod Ilarch 2C, 

1973 in the Litton case) to the antitrust claims advanced by 
SCM. As ex P ressed by SCM in its original complaint of July 3i; 
1973, litigation proceedings with respect to the '006 patent 
and any such patent countcrclaims now advanced by Xerox, 
should be deferred to avoid the substantial burden and ex P ense 
which would otherwise be imposed on SCM and the Court, and 

which may delay proceedings to adjudicate the principal anti¬ 
trust claims in this action. 


Morcover, if £CM's claims of illegality are upheld as to 
purchnses o( patents (including the Middleton-Koynolds '006 
patent from DattcUo. and the other patent from Horizons), 
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they will be rendered uncnforccable and the partics' efforts 
a*v3 expense will have proved a total waste. 


The Federal Rules of Civil Procedurę 
State the objectivcs and provide the 
procedures which suppcrt the recuested 
severance, stay and prompt separate 
trial. __ 


Under Rule 42(b) of the Federal Rules of Civil 
Procedurę, the Court has power "in furtherance of convenience 
or . . . when separate trials will be conducive to expedi- 
tion and econoir.y . . . (to) order a separate trial . . . of 
any separate issue or issues." The purposes of Rule 42(b) 
will be well served in this action by ordering a separate 
trial er. the issue sf herc;:' s Yiclutioa cf the auLitiubt 
laws and staying proceedings, including discovery, with 
respect to all other issues. 


One of the purposes of Rule 42(b) is to permit 
deferral of costly ar.d possibly ur.necessary discovery 
proceedings pending resolution of potentially dispositive 
preliminary issues. This is a factor pointed out in the 
position paper of Control Data Corporation and three other 
companies in United States v. IBM (Exhibit 1): namely, that 
if violation is not found to exist, great savings in unncccs- 
sary effort and expense by the Court and the parties will 
be achioved. This cannot be doubted by Xerox, whose counsel 
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has alrecćy rcferrcd to the "cxhaustive" discovcry which 
will be rcguired on the damages issue. 


Within the Court's power to order separate trials 
under Rule 42(b) and within the Court's power to issue 
protective orćers ur.ćer Rule 26 (c) is the power to stay 
discovery with respect to segregatea issues. Sinclair 
Ref. Co. v. Jenkins Fetroleun Process Co. , 289 U.S. 689, 
693-94 (1933); Ellinason Tireber Co. v. Great Northern 
Railwav Co. , 424 F.2d 497, 499 (9th Cir. 1970), cert, d enied 
400 U.S. 957 (1970). Accordingly, courts have frcquently 
segregateć the liability and danage issues and postponcd 

q P • * • « « i. V. —* *• ^ ^ *• ^ ^ W 1 ^ i. * 4 1 U A ^ «• 

established upon trial. See , e.g. , Joseph v. Donover Com¬ 
pany, Inc. , 261 F.2d 812, 814-15 (9th Cir. 1958); Polaroid 
Corp . v. Comir.erce Int'l Co. , 20 F.R.D. 394 , 395 (S.D.N.Y. 
1957). 


The factor of economy, both to the parties and to 
the Court, is also significant in this case with respect to 
all of the patent claims and counterclaims, and additionally, 
because SCM's Third Clain and Xerox's First and Second Countcr- 
claiir.s all involve the validity of the Niddletcn-Reynolds 
'006 patent. 
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The validity of this petent is presently being challenged 
in a nuiubor of cascs. Under the doctrine stated in Blonclcr - 
Tongue Lebor Stones, Inc . v. Univcrsity of Illinois Foun ¬ 
dation , 402 U.S. 313, 229 , 338, 348 (1971), it would be a 
•inisaliocation of resourccs" of the parties and of the 
Court to proceed with litigation in this action until after 
resolution of the *006 patent issues in the other prior- 
commenced actions. The Dennison case is now first on 
Judge l.'einfeld's Ready Calendar in the Southern District of 
New York. Furthermore, as a practical matter, the result of 
the trial on Xerox's alleged violations of the antitrust 
laws will have a significant bearing on whether either 
party would wish to continue with litigation on SCM's 
Third Claira or Xerox's Counterclaims, and, in any event, 
nay vell be cctcr:r.ir.ativc of thosc clairos. 

There are several other factors that, according to 

the decisional law, weigh heavily in favor of the relief 
here sought. First is the anticipated corr.plexity and length 
of the trial, an especially important factor when a jury will 
be the finder of facts.* Second is the fact that the patent 
and damage issues and the evidence they require arc signi- 
ficantly different from the issues and most of the evidence 
regarding Xerox's violation of the antitrust laws. Third 

• The "practical abilities and linitations of junes" ( Ror.r, 
v. Be rnhard , 396 U.S. 531, 538 n. 10 (1970)) bear not c::iy 
on the cuestion of the right of trial by jury, but on the 
use of the "flenicie proceóurcs" of the Rulcs to onhancc 
the jury'c ability to dccidc conplex legał guestions 
without avoidable difficulti os. 
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ip the generał appropriateness of separatina patent from 

antitrust clain.s, as this Couit drd in the Litton cases, 

and antitrust liability from antitrust danage issues. See, 

e *9• • Union Leader Corp. v. Nev:spapers of New Enolanć , inc., 

180 F. Supp. 125, 129 (D. Mass. 1960) , rr.odified on ether 

grounds , 284 F.2d 582 (lst Cir.) cert. denied , 365 U.S. 833 

(1961); Western Geoohysical Co. of America y. Bolt Associates 

Inc^, 50 F.R.D. 193 (D.Conn. 1970); Shepard v. International 

Business Machir.e Corp. , 45 F.R.D. 536 (S.D.N.Y. 1968); 

Reines Distributors, Inc. v. Admirał Corp. . 257 F. Supp. 619 

(S.D.N.Y. 1965); Report of the Attornęy General*s National 

Committee to Studv the Antitrust Laws , 249 (1955). 

To grant the eevorar.ee asked by SCM would rot r,r P - 
judice Xerox in any way, and would fully preserve its clairr.ed 
constitutional right. But the e>:ercise of that right shoulć 
not be used as a stratagem to błock SCM's cpportunity to 
get the promptest possible adjudication of its claim in 
equity. 

In sum, the basis for a sound exercise of discretion 
by granting the severance and stay are present in this action 
Such sevcrance will be in the furtherance of the convenier.ce 
of the parties and of the Court. It will avoid prejudicial 
delay in reaching the adjudication of equitable relief if 
violation is found to exist. It will be conducive to expcei— 
tion and eccnorr.y. And it will proserve Xcrox's clair.ed right 


of trial by jury of legał issues. 
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If the parties can (as SCM believes) ccrr.plete prepara- 
tion for the trial of the severed issues by May 1, 1974, then 
the most efficacious method of proceeding in this case of 
enormous private and public importance will have been achieved. 
But if such preparation cannot be completed, the parties will 
have been afforded a morę than reasonable opportunity to com- 
pj^gte preparation for a hearing on SCM's motion for preliminary 
injunction, which is the next best procedurę in the circum- 
stances of this case for determining whether and to what extent 
interim relief should be granted pending the morę protracted 

9 

proceedings relating to the ascertainment of whether and to what 
extent permanent equitable relief should be decreed. 

Accordingly, SCM's motion for separate trial of the 
violation issues, and for a stay of proceedings witn respect 
to all other issues, claims and counterclaims, should be granted. 
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POINT II 


THE PARTIES CAN COMPLETE PREPARATION 
FOR TRIAL BY MAY 1, 1974 OF THE ISSUES 
OF XEROX'S ALLEGED VIOLATION O^ THE 
ANTITRUST LAWS. THE "MARKET" 

WILL NOT REOUIRE THE ENORMOUS 
DISCOYEEY TO WHICH XEROX WILL 
IT IS PROPEKLY ĘNTITLED. 


ISSUES 

PRETRIAL 

CONTEND 


A. SCM* s Prcparation for the Separate TriaT . 

We believe that the major portion of SCM's pretrial 
discovery on the violation issues will be completed when Xerox 
complies with SCM's interrogatories and document reguests which 
were served on July 31, 1973. 

Assuming diligent efforts by both SCM and Xerox, 
enabling SCM to complete its other discovery and trial prepa- 
ration (including obtaining admissions and stipulations conccrn- 
ing documents), we consider that SCM can be ready for trial of 
the severed issues within five months' time, by May 1, 1974 . 

Of course, if Xerox persists in its present positijn 
that it cannot ccmply with SCM's discoveri- reąuests of July 31, 
1973 until May 15, 1974, obviously no separate trial can take 
place by about that timo. If, however, by agreement or dircc- 
tion of this Court, Xerox were to order its priorities, and 
bring its will and rcsources to bear 


on prompt completion 
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ot that discovery*, SCM considers that it can be ready for 
separate trial by May 1, 1974. 

B. Xerox Can Be Ready for Separate Trial 
by May 1, 1974 Because the Enormous 
Discovery It Will Seek on the Market 
Issues is Unwarrantcd. _ 

Whether Xerox can reasonably complete its defensive 
preparation for separate trial of the violation issues by 
May 1, 1974, depends upon how broadly or how narrowly, if at 
all, Xerox is going to be permitted to conduct pretrial dis- 
covery with respect to the "market" issue, i.e. the definition 
of the "lines of commerce" under Section 7 of the Clayton Act 
and "parts of commerce" unuei Section 2 cf the Shcrrar. Act. 
Those terms have been held to be equivalents. United States 
v. Grinnell Corporation , 384 U.S. 563, 573 (1966). Regard- 
less of the amount of commerce involved, under Section 1 of 
the Sherman Act market definition is not required where ex- 
clusionary agreements or combinations or conspiracies or other 
concerted action unreasonably restrains or unreasonably affects 
interstate or foroign conmerce as to any comrr.cdity. Where 
they involve a "substantial amount" of commerce, cxclu- 
sionary agrocir.ents may be por se unrcar.onablc and unliwful 

* SCM has moved soparately under Rulc 37 to compel prompt 
ęonpliance by Xorox with refercnce to SCM intcirogatorics 
and documont roquests of July 31, 1973. 
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under Section 1 of tho Sherman Act, again without market 
definition. See United States v. Socony Vacuum Pil Co ., 

310 U.S. 150, 224, 225 n.59 (1940) cited with approval in 
International Eoxing Club v. United States , 358 U.S. 242, 

251-252 (1959); Fortner v. Unite»d States Steel , 394 U.S. 

495 (1969). 

1. Xerox's contentions concerning the breadth 
of its discoyery with rcspect to "market". 

Xerox will contend here, as it has elsewhere, that it 
is entitled to an enormous amount of documentary and testimonial 
discovery concerning the "market" issues from at least 34 alleged 
competitors, only one of which is SCM. 

As expressed by Xerox's counsel in the Litton case con¬ 
cerning market definition: 

"Enormous numbers of documents will be 
produced by both sides and from numerous com¬ 
petitors. By the same token, testimony will 
be required not only from witnesses representing 
the parties, but from many othors in industry 
and government." (Par. 7 of the Affidavit of 
Stanley D. Robinson, Esq. dated Feb. 7, 1973.) 

Similarly, in the Harelik case*, on Xerox's motion for 


Hareli?:, :..13 > r. & Wolnin v. Xerox Corporatio n (U.S.D.C., 
L.D. Mich., So. Div., Civil Acticn No. JTTaś). The com- 
plaint in this treble óamage class acticn brought in June 
1973 on bchalf of all users of Xerox plain paper orfice 
copicrs tracks the allcgations contained in the Fedcral 
Trado Commirsion conplaint ugainst Xcrox. 
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change of venue from Detroit to Rochester (which is sub judice ), 
Xerox's counsel has asserted tha the logical witnesses on the 
issue of market definition ars those employed by Xerox and its 
competitors (Par. 6 of Affidavit of Milton Handler, Esq. dated 
August 23, 1973). The affidavit submitted in Harelik bv 
one of Xerox's Principal officers listed 34 companies, one 
of which is SCM, which allegedly "have been Xerox's competitors 
in the sale and leasing of copying and duplicating equip:nent." 
(Par. 11 of Affidavit of E. Kent Damon, dated July 31, 1973.) 

Plainly, if Xerox demonstrates that it is properly en- 
titled to that kind of market discovery, trial at any time in 
1974 is impossible and a prompt hearing of SCM's motion for a 
preliminary injunction would be a compelling necessity. 

2. Under established law concerning market 
definition, the wealth of facts disclosed 
by Xerox's own documents obviates the need 
for extensive discovery and provides the 
basis for reasonable limitations. _ 

The inquiry begins, not ends, with Xerox's claims that 
it is entitled to enormous market discovery. The scope and ex- 
tent of such discovery should be fashioned and limited in the 
light of developed law* and the known existing facts relevrnt 

* See e.g., Un ited States v. Grinncll Corporati on, 384 U.S. 

563, 573, 574 (1966); UnitcćFśtates v. PhilacuTphia National 
ŁldJs., 374 U.S. 321, 356,357 (1963); United States v~. lircv;rT~ 
rh£e, 370 U.S. 294 (1962); Internationa 1 boxm»; Club v~. 

United States , 358 U.S. 24 27~^JT-1'2 (1959) ; United States v. 
duPont. 353 U.S. 586, 593-95 (1957); United States v. L. I. 
duPo n t de Nemours & Co. , 3 51 U.S. 377"TT556) ; UniTod States 
V. United Shoe .*■. ici i i nery Co. , 110 F. Supp. 2957^^3 (1953) , 
jLff'd per curiam , 347 U.S. 521 (1954); United States v. 
Aluminum Company of /unenca, 148 I’.2d 4H5 (TćPCir . 1 94 5) . 
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to this case — notacademic considcrations which ignore the 
mass of relevant. factual information concerning market defini- 
tion already available in Xerox's own documents concerning its 
policies and activities with respect to plain paper Office copy- 
ing; and already available in Xerox's own documents covering 
its internal and publicly-expressed marketplace views as to 
(i) the distinctiveness, attributes, advantages and customer 
preferences for its plain paper Office copiers compared to 
other copying methods or eąuipment; (ii) the distinct and seg- 
regated technology it has used exclusively in the development 
and manufacture of its plain paper Office copiers; (iii)-the 
distinctive manufacturing facilities and methods reguired for 
thnRP copiers: (ivi its exclusicn of potential Competitors in 
the manufacture and marketing of such copiers by excluding them 
from the use of the reąuired skill and technology and other 
practices; and (v) other facts bearing on the definition of 
relevant markets or submarkets. Xerox documents as chown 
by cven the few cxamples describcd and submitted on this moticn, 
disclose facts which evidence the existence of all thcnc factors. 
Our ćiscuss:on of the pertinent authorities shows that those 
arc the factors, the "practical indicia," on which relovant 
market and submarket definitiens are based. 


As Judge Wyzanski held in United States v. United Shec 
Machinrry Ccrp. , 110 F. Sunp 295, 303 (1953), affirncć por 
curian , 347 U.S. 521 (1954): 
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"To define a market in terms of what 
the most important producer (the 
defendant] offcrs óoes not involve 
circular reasoning. For the problem 
of defining a market turns on diccover- 
ing patterns of trade which are followed 
in practice." 

He also pointed to the particular significance of 
the "records", the "internal and external Communications", 
and the "research and other activities" of the defendant — 
the most important producer — in making proper market determina- 
tion. (110 F. Supp. at 303) Certainly that applies with equal 
force to Xerox, unąuestionably (by its own admission) the leader ir 
plairi papor Office copyi.jg, in Office copying fcy all methods, 
and in the copying of documents most broadly defined. 

We turn now,in the following three subsections, to a 
discussion of the established legał principles to be 

considercd in delineating the extent to which any further market 

S 

discovcry by Xerox may properly be reąuired; and we use a few 
examples of Xerox documents to illustrate our points. Of course, 
our purpose in this part of the ncmorandum on this motion is noc 
at this time to have the Court cnter an order limiting Xerox's 
market discovery. That issue will be drawn if and when Xerox 
attcrr.pts in this action to pursue the type of market discovcry 
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it has described in other cases.* 

Our purpose here is to illustrate our view that mordy 
bocause this case is o£ major public and private importanco. in- 
volving billions of dollars of commorcial activities, it does 
not follow that proparation for trial of the issuos of violation 
must tako a protractod, indeterminate period of time. Our purposo 
ia to illustrate our view that there is a genuine possibility or 
likelihood that the parties can be ready for the separate trial 
by May 1, 1974 , prcseruing all legitimate rights to discouery 
under the Federal Rules under established legał principles which 
cleaęly mark the boundaries of evidence materiał to relevant 
submarket definitions. 


Requ J st " for Rule 34 documentary productior 
by SCM is plam evidcnco that, starting with £CM as the 

^le-s°restri-t n d a f leged ccn ? eti tors, Xerox does intend, 
le^s restrmtcd, to engage in enornous -- indcod ho»-rcr.dou 

discovcry on the market issue. That "First Fequest" also V ’ 
issuesf° r ° Xnaustlve <«**«>vęry relating to uarjges ano injury 

SCM has served its objections to that first reąuest. 

lLlZ™ lnS t0 Seen ' aftor determination by this Court,of 
whether proccedmgs will be stayed on all issues other than 

° r a ? tltrust violation, and aftcr attcmpts by -he 

Rule 37 o thGlr di f f ^nces, whether Xerox secks a 

to which Ic.M do?s notaeced? nCe With thOSC ° f its d ™ 
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a. Xerox's Segregation and Exclusive Use 

of Xerographic Technology for Plain Paper 
Office Copying Itself Furnishes the Basis 
for Market Definition. 


Monopoly power has been defined by the Supreme Court 
as "'the power to control prices or exclude competition'", 

United States v. Grinnell Corporation , 348 U.S. 563, 571 (1960). 

A showing of monopoly power to exclude competition does not 
reąuire a showing of power and intent "to exclude all com- 
petitors,” because the statute proscribes monopolizir.g 
"any part of the trade or commerce among the several States, 

or with foreign nations." American Tobacco v. United States , 
v?n m c na) noo rinAe\ ffu- n-.,-*- • - .- 1 --• - > 

Kobe v. Dempsey Pump Co. , 198 F.2d 416 (lOth Cir. 1952), 
cert, denied 334 U.S. 837 (1952), is remarkably pertinent to 
the market issues here and, indeed, to the issues of violation. 
It is a concrete example of the principle that monopolization 
can occur with respect to a particular product (which there faced 
"some competition" from other products used for the same purpose) 
where the acąuisition of control over patented technology and 
the exercise of that control excludes all competitors from nanu- 
facturing or marketing the product. In Kobe , one of the plaintiff 


* The other plaintiffs were parties having dircct or indiroct 
interests in the ownersnip of the patents; and that aspect 
of the case has no bcaring on market issues herc, although 
it does relate to yiolation issues here. 
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was thc exclusive licensec of certain patents relating to 
hydraulic pumps and prospercd as thc sole manufacturer of 
thosc pumps fron 1934 to 1948. The plaintiffs brought a 
patent infringement suit in 1948 against the defendant, which 
was just beginning to attempt to manufacture and market a 
hydraulic pump for the same purpose. 

The Court of Appeals affirmed the decision below, which 
had granted the defendant treble damages and injunctive relief 
on its monopolization counterclaim that the infringement suit 
was brought as part of a continuing monopolization scheme, for 
the purpose of maintaining the plaintiffs' sole control-of all 
the patented technology, and the manufacturing and marketing 
of hydraulic Diunos for oil wells. 

The Appellate Court affirmed the holding that the con- 
certed action by the plaintiffs (and predecessors) in pooling 

and acquiring patents, in their various practices and public 
assertions concerning their control of the patented technolory 
involved,and in the bringing of the patent infringement action, 
were all part of a plan "to corner the hydraulic pump business 
for oil wells, and that it had had that result." (198 F.2d at 
423) 

Plaintiffs argued on appeal that the lower court had 
erred in defining the rclevant market for Section 2 purposc-s as 
hydraulic pumps for oil wells, sińce therc were other types oi 
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pumps for usc in oil wells which wcre in active competition 
with thc hydraulic pump nanufactured by thc plaintiff. 


The Court of 7vppeals rcjccted that argument. It held 
that despite thc existence of "sonę competition" fron suckcr 
pumpr, electric punps and gas lift pumps as to particular usages 
plaintiff's hydraulic punp business "was an 'apprcciablc part 
of the oil pump industry" and was therefore under established 
antitrust principles, a "part of connerce" for purposes of 
Section 2 of the Sherman Act. (198 F. 2d at 422-23) 

Similarly, Xerox's best possible contentions herc arc 
that there is "sorae competition" for its plain paper Office 
copicrs toward the edges of its business — from coated paper 
office copiers at Iow volume usages, and from offset and othor 
duplicating eouipment at very high volume usages; with a great 

gap in between v.’here its business is done without any com¬ 
petition except that from IBM;* and likewise without competition 
except that from IBM, for the broad spectrum of users of office 
copiers v/ho will take nothing other than plain paper copies 
of documcnts, and who will not consider the benefits of substan- 
tially lower prices from the use of coated paper office copiers. 

It servcs no useful purpose herc in our discussion 
of market definition to dctail the cxtraordinary sinilarity 
which exictc between the facts in Kobe and the facts in this 

ł The Xo:ox uocunerstr. so far produccd to SCM evićcnco the 
ncgligible r.arkctplacc cffcct, if that, fron 
any of the fcw plain paper office copiers of other r.anu- 


facturerc. In 1972, >:crox's Prcsieor.t r.aid that the i::.- 
pact or. Xerox of i:.".'s cnrry sir.ee 1970 was "very, very 
email." (T.x. 7, p; 4 9) 
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case as alleged by SCM, including the many yearc in v;hich 
therc was only one manufacturer of the product beeause cf its 
patent control, the many patent acąuisitions, the pooling of 
interests, the public assertions of patent power over the 
product and technology involved, the failure to license others, 
the extensive thicket of patents which were not used in making 
the product, the use of threats and maintenance of patent 
infringement suits, and other acts and practices. Since thoce 
matters go to violation, we only notę their existence at this 
juncture. 


On the basis of facts disclosed in Xerox documents, 


CO ' 1 

•-» * w 4 % w w w 


" ■> rV> t.n' f ^ i...... . « 

w .. - w - C4aijr v.ojłtiuv t:l Sy 9 tiió l. 


Xerox knowingly excluded potential competitors from the use 
of the skill and technology of plain paper Office copiers by 
denying licenses and other practices; and as a result, it 
knowingly e>:cluded potential competitors from the manufacturc 
and marketing of plain paper Office copiers. 


Whether or not the mere demonstration of such exclucion 
esfablishes its illegality, such exclusion does establish that 
Xerox itsclf creatcd and has sińce maintained the skill and 
technology of plain paper Office copying, and the manufacturo and 
marketing of plain paper Office copiers as, "econonicallv 
significant subrrarket [sj ". I-rowr. Shoe Co . v. United Sta te r-, 

370 U.S. 294, 325 (1902). 


't 



/ 
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These conclusions are vividly illustrated in a "Per- 
sonal and Confidential" memorandun written in 1964 by Xerc>;' s _ 

Vice President in Charge of Research to Xerox's President, copies 
of which were circulated to its Chairman and to one other Vicc- 
President, who is now its chief executive officer. Tt dealt with 
IBM ' s reąuests to obtain a plain paper oopying license frctn Xcrox, which 
Xerox subseguantly refused. The memorandum stated as follows: 

•It seems to we that we should not give in 
to IBM, even if circumstances should arise in the 
futurę which would make it advisable to broaden 
our license scope. I hope that we will be allowed 
to be choosey about what we license, and perhaps 
also whom we license. I can think of a lot of com- 
panjps to license long before we would pick IBM, 
our most formidable futurę competitor. 

"I am surę you noticed the impli< d complimcnt 
to our company. IBM, in fact, says that we are 
still in possession of the best approach and that 
they know of nonę to replace it at the present t.ime." 

(Ex. 2 hereto, marked as production Ex. 8e-lC5) 

A few months earlier, in November 1963, Mr. McColough 
(then a Xerox Vicc-President and now its chief executive officcr) 
wrote a memorandum (Ex. 3 hereto, production Ex. 8e-9) commer.ting 
on discussions between Mr. Wilson, Xerox's President and Mr. Mend, 
SCM's President, earlier that month. Mr. Mead haa reąuestcd a 
plain paper copying patent license for SCM from Xerox, and in 
which, as Mr. Wilson said in a memorandum, hc had "promited [Mr. 
that it would rcceivo seriouc consiclcrution. " (Ex. 4 hereto, 
production Ex. 8o-7). Mr. McColough's conshcnt was that: 



E 189 

Memorandum in Support of Plaintiff 'a Motion for 

Separate Trial and Anoillary Relief 

"I think tactioally that it was both 
wisc and the only proper coursc of action to 
folIow to tell Mead that this would be given 
serious consideration. On the other hand, as 
far as we ourselves are concerned, I can think 
of no reason why it makes sensc to entertain 
such a thought scriously." 

In 1968, Xerox 1 s General Counsel had the occasion to 
write Xerox's President: 

"SCH's patent counsel has madę his annual 
inąuiry as to our willingness to liccnse in 
selenium [plain paper Office copying] xerography; 
and Stan Cole has given the usual answer. You 
will be interested to know that they have not 
forgotten it, however." (Ex. 5 hereto, production 
Ex. 8e-llB) 

It was therefore no accidcnt of face that commercial 
activities in office copying using xerographic (electrostatic) 
means have been divided for morę than the past dccade into two 
classes — two identifiable categorics. First, electrostatic 
copying v\hich produces copies on plain paper; and second, electro¬ 
static copying which produces copies on specially coated and 
chemically trcatcd paper. 

Xerox has admitted in its plcadings in the Denn\ son caso 
that "certain past commercial activiti.es in electrostatic photo- 
copying may be clnssed in two diffcrcnt categorics," the first 
commercial type of which produces copies on ordinary paper, and 
the second commercial typc of which produces copies on paper 
coated with ?.inc oxidc.* 

* Sec par. j er DonnTson'n Answer rcallcged as par. 24 of its 

countorclaim, and par. 2 of Xerox's rcply, all Exhibil 6 hc-rc to. 


r 

\ 
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Such differentiation of commercial activiti.es v;ith 
respect to xerographic copying technology into those two cate- 
gories was, as the Xerox documents show unquestionably, the 
direct result of (a) Xerox's refusals to grant patent licenses 
to IBM, SCM and other potential competitors for plain paper 
office copying; and (b) morę than 60 patent licenses it has 
extended sińce 1960 for royalties and other consideration (includ- 
ing grant-backs and other access to xerographic technology 
developed by others) which allowed the licensees to use the 
patented inventions for coated paper office copying and other 
purposes, but which never allowed their use in plain paper 
office copying. 


That therc can be no real ćispute that, under establichod 


law, the manufacture and marketing of plain paper office copiers 

constitute relevant subm.arkets for antitrust purposes, is further 

evidenced by the published response given by Xerox's President 

in 1972 to a question concerning the number of competitors in the 

non-sensitized paper copying field; 

"Weil we (Xerox] had the first plain paper 
copier, as we cali it, and to datę the only 
real competition we have had, with some minor 
exccptions in Japan, is from IBM. They've 
been in the market sińce April 1970."* 


(p. 49 , Ex. 7 hereto, from the Septomber 1972 cdition 

of Kation's Business.) 


* 
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b. The public recognition given to Xerox's 
copiers as a separate economic activity, 
and the distinctivcness, unique characteristics 
and uces, "settlcd custoncr preferences" and the 
attributes or advantages of plain paper orfice 
copiers ccmpareć to other copyina cquip.r.cnt are 
all factors which also show that there is no real 
market issue in this caso, _ 

Xerox claims in par. 6 of its Answer that SCM "pur- 
ports to State [in par. 7 of the Amended Complaint] an unduly 
narrow definition of 'plain paper Office copiers' which is 
used throughout the complaint." SCM had alleged in paragraph 7 
of its Amended Complaint that "plain paper office copiers are 
Office machines which conveniently and cleanly produce copies 
of documents on plain or bond paper without the use of stencils, 
spirit or offset masters.’’ Xerox's denial of thaL alleoatio.n 
is strange indeed; in substance it is the very same description 
of the distinctiveness in function, attributes and use which 
Xerox's chief executive officer publicly expressed in 1964, when v;ith 
reference to the models of Xerox copiers being marketed and the 
new one being introduced at that time, he said: 

"Never before, literally nevcr before , 
has there been any way to repeat messages on 
paper so rapidly, so conveniently, so cheaply, 
without first preparing some kind of intermediate 
fram the original. In scr>e cases, these intermediates 
are retyped from originals. In some cascs, they 
are photographod or stencils are madę or plates 
are developcd. (Emnhasis his)* 

* (p.G of L'x. G hereto, marked as production Ex. 20-24 .) 
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Moreover, as shown by other documents produced by 
Xerox to SCM, Xerox has time and time again emphasized the 
ability of its various models to produce ''copies on ordinary 
paper directly from the original without the need for a 
master or stencil" and the ability of Xerox copicrs to elim- 
inate "down-time equipment and spccial matcrials most offset 
processes reąuire to create a master, set up the machinę, 
adjust ink flow and other tasks." (See e.g., p. 1 of Exhibit 
9 , and p. 4 of Exhibit 10 hereto, marked as production 

Exs. 20-31and 20-70.) 


Can it be disputed that "xerox" copies or ”xeroxing" 

have become household words in the offices, schools and 
homes throughout Tihis country and in many fnr*ian mnni-rie**? 
That must be considered as a strong factor, and in this case 
probably a conclusive factor, in delineating the marketing of 
plain paper office copiers as a separate relevant submarket 
for antitrust purposes. See Brown Shoe v. United States, 370 
U.S. 294, 325 (1962) where the Court expressed a number of 
factors to be considered in determining the boundaries of a 
submarket, the first of which is "such practical indicia as 
industry or public recognition of the submarket as a separate 

economic entity. ...” 


Unquestionablv, as also can be shown without contro 
versy from Xerox docuncnts, there is a "scttled consumcr 



/ 
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prefcrence" for plain paper cffice copiers (indeed, as to 
many users, only plain paper Office ^opiers will be considcrcd 
and used) as compared to coated paper Office copiers; and 
that factor alone serves in this case to define those two 
types of office copiers in separate relevant submarkets for 
purposes of Section 2 of the Sherman Act and Section 7 of the 
Clayton Act. United States v. Philadclohia National Bank , 

374 U.S. 321, 356-357 (1963). 

The fact that Xerox admittedly has ncver engagcd in 
the ir.anufacture or marketing of coatcd paper office copiers 
using xerographic technology (although it possesses all the 
patented rights to do so) or any other kinds of coated paper 
office copiers, is anothcr important relevant factor in market 
definition. In United States v. United Shoe Machinery Corn. , 

110 F.Supp. 295, 303 (D. Mass. 1953), aff'd per curiam , 347 U.S. 
521 (1954), Judge Wyzanski excluded a certain type of machinery 
used in making shoes from the market he derined as shoe machinery, 
and rested that entlusion on the fact that the leading producer 
did not offer that kind of machinery. The fact that Xerox has 
concentrated all its energies on only plain paper office copying 
Products and has never manufactured or marketed coated paper 
office copiers, in recognition of the superiority and distinc- 
tivcncss of plain paper office copying, likewise is a ground 
here as in United Shoe , for excluding coatcd paper office 
copiers from the relevant plain panor office copying sul.rnrkc t. 
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c. The concept of "interchangeability" and the existence 
of sonie conpetiticn for plain paper Office copiers from 
coated paper Office copiers, offset equipment or other 
copying methods is immaterial to market aefinition on 
the fncts already kr.own in this case. _ 

In suggesting in the Litton case that extensive dis- 
covery will be required on the threshold issue of market defi- 
nition, Xerox's counsel said that "the degree of interchange¬ 
ability among products and the cross-elasticity of demand 
which exist in a particular segment of the economy can only 
be established by competent teetimony elicited from knowledge- 
able industry sources." As to this iesue, he said that "Enor- 
mous numbers of documents will be produced from both sides 
and by numerous competitors," whose testimony will also be 
rpąuired (Par. 7 of affidavit of Stanley D. Robinson, Esq. 
dated Feb. 7, 1973.) 

However, before it can establish the need for that 
kind of discovery in this case on the facts already availablc, 
Xerox muct hurdle established principles of law relating to 
the extcnt to which concepts of interchangeability and cross- 
elasticity are considered to have any relevance or materiality 
to the issue of market definition. As the Court pointed out 
in United States v. Grinncl l, 384 U.S. 563, 573 (1966), in 
holding that accreditcd central station servicc was a sc-parate 
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relevant part of comterce under Section 2 of the Sherman Aot 

distinct from non-autoaatic, and from automatic, local a lar. -a 
Systems: 


"There are, to be surę, substitutes for the 
accredited central station service. But nonę of 
them appears to operate on the same level as the 
central station service so as to meet the inter- 
changeability test of the du Pont case. Non-auto- 
matic and automatic local alarm systems appear on 
this record to have marked differences, not the 
Iow oegree of differentiation required of substitute 
services as well as substitute articles." 


Moreover, the fact that there is or may have been 
during some periods of time, competition for some models of 
Xerox's plain paper Office copiers from other methods of copying, 
or that Xerox's copiers have attempted to competo with other 
kmds of copying or duplicating equipment, does not mean that 
the relcvant market or submarkct includes those other products. 

I” - rinno3 du_Po nt (General Motors ) , International Boxinc; Club. 
Kobe, Pąrarount Picturos and other authorities cited in this 
memorandum, that degree of competition was always present. 

In Unit ed States v. Alcoa , 377 U.S. 271 (1964), the Court 
held that although there was competition betwecn insulated 
aluminum conductcr and its copper countcrpart, that denree cf 
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competitiveness did not prcclude their division for purposes 

of Section 7 of the Clayton Act into separate* relevant lines 

of commerce. On this point the Court stated and hołd (377 U.S. at 

275) : 

"Admittedly, there is competition between 
insulatcd aluminum conductor and its copper counter- 
part, as the District Court found. Thus in 1959 
insulated copper conductor comprised 22.8% of the 
gross additions to insulated overhead distribution 
iines. This is enough to justify grouping aluminum 
and copper conductors together in a single product 
market. Yet we conclude, contrary to the District 
Court, that that degree of competitiveness does not 
preclude their division for purposes of S 7 into 
separate submarkets, just as the existence of broad 
product markets in Brown Shoe Co. v. United States 
0 370 U.S. 294, 82 S.Ct. 1502, 8 L.Ed.2d 510, did not 

preclude lesser submarkets." 


In International Boxing Club v. United States , 358 U.S. 

242, 249-252 (1959), the Court affirmed fj.ndings that champion- 

ship boxing matchcs were a relevant part of commerce under 

Section 2 of the Sherman Act in contrast to all Professional 

boxing events. The Court rojectcd the arguments that the con- 

cepts of interchangeability were relevant or materiał based 

on the facts involved.* It held that, as in United States 

v. Paramount Pictures , 334 U.S. 131 (1948), where first run 
* 

films constituted the "cream" of the movie exhibition business 


* The dccision in International Boxinn Club and B rown Shoe arc 
among the ic\« dccicicr.ó oi tnu Supremę Court coiwurnintj market 


^cfijiition er the ..pplication of facts to market dofin'tic” ot 
which rroj.cscor Hanu lor hus approved rir.ee t!:a c,v\\:,rx. 
docision in 1'JSC. Sce Handler, T;:enty-l’ive Yoars oj. AnU- 

trust (1973) at 319-323, reprinting a 1959 lecturc. 


[ 
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and therofore was a "part of commerce" under Section 2 of the Shorrran 
Act, championship boxing matches were likewise the "cream" 
of the boxmg business and therefore "a sufficicntly separate 
part of the trade or commerce to constitute the relevant 
market for Sherman Act purposes" (358 U.S. at 252). 

i 

Here, Xerox's published statements and the documents 
which it has already produced— not to speak of the experience 
of every one of us — demonstrate beyond ąuestion that 
plam paper Office copiers are the "cream" of all of Office 
copiers; and therefore, are a sufficiently separate part of 
the trade or commerce to constitute the relevant market or 
submarket for Sherman Act purposes. 


Summary: There is a strong likelihood that the 
market is?ue and other discovery needed by Xerox 
to which it is properly entitled ,will have 
manageable limits,enabling Xcrox to prcpare for 

May a j at 1 ^ 74 ial ° f ° nly th<? violation issues by 


We think that we have morę than demonstrated that 
Xerox’s ijDse dixit, that enormous pretrial discovery will be 
reguired on the market issuo, is insufficient to establish that 
such unlimitcd discovery is proper or that the Court will allow 
it to take place. It is going to be necessary for Xcrox to 
show that discrete and concrete forms of particular kinds of 
discovcry from particular identifiablc sources "has the like¬ 
lihood of leading to admissiblc cvidcnce" (Rule 20[a] of the 
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FRCP); that is,evidence which undcr established legał principles 
will be materiał to the ultimate adjudication of the market 
issues. Framed in that way, we think that Xerox's market dis- 
co^ery, if any, will be kept within manageable limits. 

It does not appear that there is any other subject area 
which will involve substantial and protracted discovery by 
Xerox, assuming severance as rcquested and the stay of other 
proceedings including damages and ir.jury issues and the patent 
issues. 


In short, assuming diligent efforts by Xerox and SCM, 
there is a strong likelihood that Xerox, like SCM, can be pre- 

. /» , > _ . I , . . i . 1 I. , , I f . . , 1 1 * Alt •' J. « H B 1 ^ ^ • 

pói «su iOi \mii\z dćpu^ciuc ui lui uy haj x # i ^ na tuiu*ijf # 

the schoduling of such a trial datę by the Court some five rr.onths 
in advance would itself be a great stimulus to the parties to 
do everything in their power to be ready by that time. 

But if we are wrong in our views concerning the limita- 
tion of market issue discovery which Xerox will seek, and con- 

seguently wrong with rcspect to the parties' abilities to ready 
thcmselves properly for separate trial in the next five months, 
then hearing should commcnce at that time on SCM's motion for a 
prcliminary injunction for the reasons set forth in Point I 
of this memorandum. 
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Conclusion 


SCM's motion and the relief reguested shoula be 


granted. 


Respectfully submitted, 
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SEPARATE TRIAL AND ANCILLARY RELIEF 

UNITED STATES DISTRICT COURT 
POR THE DISTRICT OF CONNECTICUT ' 


SCM CORPORATION, 


-againsl- 
XEROX CORPORATION, 


Plaintiff, 


Defendant. 


Civ. No. 15607 


DEFENDANT*S MEMORANDUM IN 
OPPOSITION TO PLAINTIF?* *Ś 
MOTION FOR SEPARATE TRIAL 
AND ANCILLARY RF.T.TF? _ 

INTRODUCTORY STATEHE NT 

Xerox Corporation ("Xerox") subnits this memor¬ 
andum in opposition to plairtiffs ("SCM's") motion- for 

(1) a separate trial of the issue of whether Xerox has 

% 

violated the antitrust laws prior to trial of the antitrust 
issues of impact on SCM (1^, fact of dama E e), quantu;n of 
damace, and appropriate injunctive relief; ( 2 ) a stay of 
all proceedines on all antitrust issues other thnn the issue 
of violal.ion; ( 3 ) a stay of discovery on all patent clains, 
includinc Xerox« counterclaims for infrin E cment as well as 
S CM ' 3 claini for dec lara tory relief; and (-'i) the schedulinc 
of May 1 , 197'i for the dcr.ired separate trial or, alter- 

natlvely, for a hcarln C on SCM's motion for a prelimlnary 
lnjunctJ on. 
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The sequencc of events contorr.platcd by SCH's 

separate trial motion with respect to the antitrust 

phase of the case involves the following wholly unprece- 

dcnted thrcc-trial proceduro: (1) a Jury trial confined 

to the issue of violation, followcd by (2) a trial before 

the Court on the issue of eąuitable relief (assuming a 

< 

finding of violation), followed finally by (3) another 
jury trial on the issue of whether the violation has hać 
an adverse impact on SCM and, if so, the amount by which 
SCM has thcreby been damaged in its business or propcrty. 

As v;e shall demonstrate, the issue of violation 
cannot be carved out for a trial separate from the other 
antitrust issuec purnuant to Rulo *i2(b) of the Federal 
Rules of Civil Procedurę because: 

1 . It is inpossible in the circunstances of this 
monopoli zation case to separate the legał and factual in- 

qul.ry into Xcrpx' allegcd violat on of the antitrust lav:s 

% 

from that of the impact of Xerox' acts on its actual and 
potential competitors, including SCM; 

2. Evcn if such a separation werc possible (v.’hich 
it is not), it would scrvc no uscful purposc sińce neither a 
finding of liability on SCM's damnge claim nor a determina- 
tion of the appropriate form of injunctive relief, if any, 
on its equitablc claim could be nade wlthout flrst assosr.ing 
tlić impact on SCM of the challcngcd conduct — an assessment 
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.whlch, bccnucc of Xcro>:' dcmand for a Jury trial on SCH’s 
damugc claiin, must be nade by the Jury; and 

' 3- While the issue of the quantum of damage can 
theoretically be separuted fron the issues relating to 
liability ( 1. e. , vj olation and inpact), the facts portain- 
ing to ąuantum of damage here are so intertwined with those 
liability that treating thern separately would require 
substantial repetition of evidence and frustrate the objec- 
tives of Ru]e *i2(b). 

Since a separate trial on the issue of antibrust 
violation, v. r hich would preclude consideraticn of the ąuesticr. 
of anticompotitive inpact on SCM and other competitors, is a 
legał impossibility, and sińce a separate trial of all issues 
other than the quantun of SCM's claimed damages is inappro- 
priate in the circuinstances of thio case, SCM's request for a 
stay of proceedings on all antitrust issues other than that 
of violation is groundless. But even if the issue of damages 
as distinguished frorn liability ( i . e. , violation and inpact), 
v/ere to be tried scparately, Judicial econony and efficient 
administration of this litigation would dictate that pre- 
trial discovery procecd in the meantime on all issues, so 
that in the ovent of a Jury finding of liability, the same 
Juiy could thercupon proceod to doterinine the measure of 


dainages. 
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Evcn lf it v:erc both posoible and propcr as a 
mattcr of law to hołd a separate trial on the issue of 
vio]atlon (which it clearly lr, not), SCM'c reąucst for a 
May 1, 197*1 trial dale lo incredible. Conccding tbat cuch 
a trial could not conccivably bc held at cuch ari early 
datę lf Xerox is afforded fuli discovery on the issue of 
market definition (the threshold rjuestion in evcry monopo- 
li/.atlon cace), plaintiff makes the astonishing proposal 
that such discovery be drastically llmitcd, if not entirely 
dispensed with. In other words, Xerox io to be dtnied due 
process of law so that SCM, the most tardy of all the 
pl aintiffs to have brought suit aguinst Xerox, may secure 
a trial before anyone else. What is morę, wholly apart 
frorn Xerox' right to discovery with respect to the relc- 

vant market, £CM's charge of monopolization of "the skill 
and technology and rnanufacture and marketing of plain paper 
orfice copiers" — on a worldwidc basis, no less — raises 
so many othe r issues of fact which require discovery, as to 
make it a foregonc conclusion that this case cannot possibly 
be reachcd for trial by May of 197*1. 

Recognizing the obvious fact that cven tlie trun- 

cated separate trial it seckn cannot realistically be held 

by May, 197*1, SCM asks alternativcly that itr. motion for a 

prcliminary injunction be heard at that time. But, as coun- 

* » 

sel for Xerox cxplaincd to the Court in chambers on Scptember 
12, 1973, SCM can in no evcnt be entitlcd to the "prellminary" 
relief it rcquests beenuse, if the injunction rrayod for in 
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ilo complaint wcrc lnsuod, il would not prcocrvc thc status 

quo (thc only propcr function o? a prcliminary injunction) • 

inctead, it would provide SCM with thc cqułvalent of ultlmate 

relief on thc merita.* In such circurustanccs, before the 

Court fixes a datę for a prcliminary injunction hearinc which 

would be an essay in futility, Xcrox reopectfully reąuests 

that a Schedule be established for the prompt briefing and 

argument of the legał issuc of SCM's right to the type of pre- 

liminary relief set forth in Jts complaint. (The Court indi- 

cated in chambers that such briefing would be appropriate if 

SCM elected to press its motion fora prcliminary injunction.) 

^ or Plaintiff's recjuest for a separate trial of 

the patent issues and a stay of proceedin G s relating thereto, 

Xerox has no objection to such a separate trial of what are 

obviously factually and legally distinct claims. But the 

reąuested stay is unwarranted. It would unnecessarily delay 

ultlmate deternination of Xąrox' patent claims and is con- 

trary to the procedurę which is being followed in the L itton 
case. 

*AsTet forth in paragraphs '19-553 of the complaint, SCM seeks 
a picliininary injunction not only prohibiting Xerox f~om (->) 
InstltutJne or nalntainlnc any paton? InMn 
ment action or claim against SCM with respect to plain paper 
Office copiers; or (b) threatonlng, instituting ormalntaini 

?.?rl.t n łnncd’ 1 ’sc : i“ 0n rr n !" hc l ,' nltod States or abroad which 

coplcr-- but ?n ? rtS T\ h r< ; spoct to Plain paper Office 

copicr.., but, in addition, (c) ordering Xcrox to grant SCM a 

aPD31?ation- r if 31 l,MltCd St:aten ancl roreJgn-patents and patent 
! C ° J OV,r )%° r Controls; (cl) ordering Xerox to dis- 

nnrkcting of n \? lonr.-rango piana for thc .aanufacturc and 
marnot l.ig of plain paper Office copiers; and (c) nroliibitin- 

cole^Mnt , - l V?r» 0 |,C 3 , i 1C ° r to ‘'"''orce it/anci lla.V’ 

Wol i n ' einployces rcstralnlng thom fron compcting with 
Xerox lc.llowi.ic terminatlon of thoir omploymont. 
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ARGUMENT 

Bo for o dowloping cur argument, v/e believe that it 
will bo helpful to the Court to set forth the basie legał 
principles govcrning the application of Rulc lJ2(b), the ele- 
ments of a private antitrust claim in generał, and, norę 
specificalły, the elcments of SCM's monopolization claim 
in the case at bar. 


BASIC PRINCIPLES 


A. The R enu3 ronents of Rule ^?(b ) 

Rule -!2(b), ;>*hich authorizes the district ccurts 
to order separate trials of separate issues, provides that 
it is to be used to furthor convenicnce, avoid prejudice and 
serve the interests of "expedition and econony." With this 
object in mind, the Rule has been utilized in a variety of 
contexts — to the cxtent consictent with preservation of 
the right to jury trial* -- where holding a separate trial 

on one of several separate issues will avoid unnecessary 

% 

complex.ity and confusion without expanding the tine of trial 
by causing unduc duplication of evidence. Thus, it is basie 
to the Rule, and a matter of coninon senne as woli, that the 
lssue souglit to be soparated for trial musi in fact be a 
"separate issue." Rule *l?(b) itself could not be clcarer. 

It States: 


v 'i'he Kule .Its.-ir States t hat t he rl« 
f.utst be presorwd "invlo.lat e." 


ht of trial by Jury 
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Iłic court, in furthcrancc of convenlence 
or to avold prcjudlce, or whcn separate trials 
will be concluc J ve to expoditJon and econoiny, 
may order a separate trial of ony clalrn, 
cross-clairn, counterclairn,- or third-party 
claJm, or of nny r, ep r ra t o j r .s u or of nny 
number of clains, cross-claimu, counterclaims, 
third-party clajms, or iscuer., always preservlnn 
inviolate the rif^ht of trial by jury as declared 
by the Scventh Ansendment to the Cosistitution or 
as cJven by a statute of the United States." 
(emphasis added). • • 


Unless the issue sou^ht to be tried separatcly 
is actually distinct, factually as well as lcgally, from 
the othcr issucs in the case, it is simply in.ossible to try 
it in isolation without injustice. And if, to ovoid such 
injustice, all of the facts nccossary to assure a fair 
hearinc of the separated issue were indeed to be intro- 
duced at a separate trial, it would be contrary to the judi- 
cial econoir.y which underlies the Rui o to hołd deterinination 
of other intertwined issucs for another day and reąuire the 
introduction of the identical cvidcnce to be repeatcd all 
ovcr again at a second trial. 

. The car-es which have nppllcd Rule >l2(b) to allow 

separate trials of separate issucs, as woli as those which 
have rejected its application, have consistcntly acknowledf.e 
that the Rule cannot be uscd to separate for trial nny issue 
which is interrelated or "intcrwoven" with other issucs in 


the same case. 




E 208 

Memorandum in Oppoeition to Plaintiffs Motion for 
Separate Trial and Ancillary Relief 

The polni was mado cxpllcitly ln llos l o v. Ch 1 car , o 

and Mor lh l/o :;ter n Ky . , 202 F.2d G39 (7lh Cir. 1960), cert. 

dc n ieci , 369 U.S. 81 h (19 G1 ). Thcrc the Sevonth Circuit 

affirmed a dccision for the defendant ln a r.erlirencc ense, 

where trial had been held colely on the issue of liability. 

In holding Ihat the trial Judeo actod within his discretion 

ln tryine the liability ąuestion separately and before 

reaching the damage issue, the court madę elear that this 

result would not be permissible if the damage evirlence had 

been pertinent to the liability issue: 

"It i a Imporlant that the rulo per- 
mitting the severance of issues bo carc- 
1‘ully administered. It is alrr.ost certain 
that cases will como before the court where 
a ąuestion as to the injuries has an im- 
portant bearing on the ąuestion of liabil¬ 
ity. In a recent case before this Court, 
where there had been nc separation of issues, 
it was important to ascertain whether a flair.e 
• causing an explosion resulted from a spark of 
static electricity ncar the floor, or whether 
it was caused by a flame frora a pilot light 
near the top of a gas r.tove. The locatioń of 
the burns on the face and upper part of nlain- 
tiffs body were a proper and important con- 
sideration for the Jury." (26? F.?d at 6^3—^^) • 

The Fifth Circuit mado the same point in Swofford 
v - B__& W, Ino ., 336 F. 2d >10 6 (9th Cir. 19C'l), cer t: cieni ed . 
379 U.S. 962 ( 1965 ), a patent infringement action. Aftcr 
etressing that picccmeal trial of separate issues is not to 
be the usual proceduro, it went on to approye the use of 
separate trial j; of liability (i .< . , val.ldjty and infringo— 
ment) and dsmages in patent cases. In doing 00 , the court 
cmphaslzed the rcąuJremont that the issue to be trled 
separately be truły scparable: 
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"Iherc is an importanl. limitation on ordcr- 
in(' a separate trial of thc issucs undcr 
Hulc 42(b): thc issue to bc tricd must be 
so distinet and separablc from the others 
Ułat a trial of it alonc may be had without 
• injustlce .... Thuo we approve of the 
dictrict Judge'5 order on thc basis that we 
cannot think of an instance in a patent 
action whcrc* the datnage issue ls so intcr- 
woven w i tli the other issues that it cannot 
be submitted to the ju^y indcpendcntly of 
the others without confusion and uncertaint.y, 
whicli would amount to a denia.3 of a fair trial " 
(336 F. 2d at 415). 

< 

Several eases which have denied separate trial 
of an issuc under Pule 42(b) have done so squarely on the 
ground that the issue involved was not sufficienU y dis- 
tinct from the other issucs in the case. For exar..ple, 
in United AIr Lines, Jnc. v. Wi ener . 286 P.2d 302 (9th 
Cir. 1961), ce rt, den ied. 366 U.S. 924 (1961), the Ninth 
Circuit reversed a district court decision which permitted 
a separate trial of liability from that of damages in a 
negligence action involving a inid-air coilision bctween two 
airplanes. The court based its reversal upon the fact that 
thc plaintiffs, who were passengers in one of the aircraft, 
sought not rnerely compensatory but exemplary dainagcs, which 
under State law were to bc asscssed on thc basis of .the d 3 - 
fendants' culpability. The court thereforc held as foliowa: 


do hołd that under the circutn— 
stances presented by this appenl 


tlie isr.ucs of li abi 1 i ty and* damnges 
cxemplary or norma 1 , aro not so dis- 
tlnct and separable Diat a separate 


I 
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fcrlal of thc damage issues may be had 
. without injusticc. "The ąuestion of 
dama te s ic so lntcrwovon with that of 
liability that tho foriner cannot bo sub- 
inittcd to thc Jury independently of the 
latter Without confusion and unccrtainty 
which would amount to a donial of a fair 
trial." (286 F. 2 d at 306 ). 

Judgc Rifkind rcachod thc same conclusion in 
jM ^^_Statos ox rei. Rcdrlruea . v. V?eekly rubli catlons. 
9 F.H.D. 179 (S.D.N.Y. 19^9) - He rejectcd plaintiffs 
requcst to try liability in a mail fraud case separate 
from the ąuestion of damages becauoe: 


nc . , 


"l F]raud in the abstract does not give 
rise to a claim. It is only fraud 
causally connectod to damage which is 
the basis of an action." (9 F.R.D. 
at 1 80 ). 

Elaborating the reasons for his rul.ing, Judge Rifkind went 
on to say: 

"In the instant case, the sog- 
regation of the issues of liability 
and damages and their trial to two 
separate juries would r.iean that the 
first jury would be confronted wi th the 
ąuestion of fraud in the abstract with- 
« °ut thc necessnry conneetion to specific 

damage and tho second jury would be con- 
frontod with thc issues of damages with- 
out liaving beforo it t.ho links which 
unito them to the fraud." (Id.). 

C • I*. Rcgan , I no . v. Pars ons, Hri n ekerhof f , Ouade 

^*11 P.2d 13/9 (-ith Cir. 19(59), where the Fourth 

Circuit held that a ąuestion of contributory negligence pre- 

cluded separate trials of liability and damage, Is to the 


same offoct: 
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"The spllt tri ais elimi notod any 
quunlllatlve Judgmcnt by the Jury aa to 
tho amount of damnge which rer.ultcd from 
plaintifPs own conduct and the amount 
which rcsulted from coriduct of Diamond. 
Although separate trlals have thoir uses, 
it would appear that separating the issues 
of llability and damages in this kind of 
fact situation can o/nly produce confur.ion 
and prcvcnts the jury from any serious 
considoration of the respective roles of 
the parti es in the creation of the danage." 
(411 F. 2d at 1388).* . 


B. The Elemcnts of a Prlv ate Ant i. trust Claim 

Section 4 of the Clayton Act, 15 U.S.C. § 15, 
provides that "ariy person who shall be injured in his busi¬ 
ness or preporty by resson of anything forbidden by the 
antitrust laws" may maintain a treble damage action. To 
recover, a "private plaintiff must establish flrst that a 
violation of the antitrust laws has in fact occurred, second 
that the illegal conduct chargeó actually caused a business 

*Cf. Gasollne Products Co. v. Champlin Refining Co., 283 
U.S. 49*1 (1931), where the Supremo Court dcalt with the 
analogous cjuestion of the circurnstances under which a district 
court, havmg beon reversed on appcal on a single issue, 
may on remand limit the new jury trial to tho sole issue on 
which the revcrsnl was grounded. In holding that at the 
new trial the Jury would have to reconsider llability as 
well as damages, although the reversal had becn based solely 
on the latter question, the Court etr.phnsizcd the insepar- 
ability of the factual and legał issues presented for deci- 
sion: "Where the practicc pormits a partlal new trial, it 

may not properly be resort od to unlcss it clearly appears 
that tlie issue to bo rctrUd is so distinct and scparnble 
from tho others that a trial of it nlone may be had without 
injustice .... Hero tho puestion of damages on the couritor- 
claim is so intorwovon with that of llability that the formęr 
cannot be r.ubmitted to the jury indopondontly of tho lattor 
without confuslon and unccrt *inty, which would amount to a 
dcnlal of a fair trial." (283 U.S. at 500). 
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or propcrty injury, and third that the injury suffered is 
measurable in dollars." American Bar Assoclation, Ant i trust 
Deyelopnents 1956-1968 . p. 279 (1968). 


Although a treble damage claim thus has three 

elements, 1 .e. , violation, injury (or impact) and damaces, 

the first two combine to form the ingredients of a dcfcndant's 

•liability. Put another way, there is no liability to a privat 

< 

party without impact, and the courts have uniformly held that 
the element of impact is the essence of any private suitor's 
claim. Thus, in Dnff v. K ansas City Star Co, , 299 F.2d 320, 
323 (8th Cir. 1962),the Eighth Circuit stated: 


"The gist of a private treble-danage 
action is not the violation of the 
antitrust laws, as such, but is the 
allegation of facts from which it may 
be inferred that a party plaintiff was 
. caused direct injury to his business 

or propcrty as a result of such violation." 

See also H art v. D. F. Keith Vaudevillc Eychangc , 12 F.2d 

3*11, 3^5 (2d Cir. 1926), cert, denle d. 273 U.S. 703 (1926): 


"The right to recover damagos under the 
Sherman Act rcquires proof of an injury 
to the business or propcrty of the person 
or Corporation suing 'by reason of any- 
thing forbidden or declarcd to be unlawful 
by this act.' The plaintiff who secks 
rccovery must bear the burden of proof, 
not only that there was an attempt or 
actual monopoli::ation or a combine or 
conopiracy in violation of the anti¬ 
trust ]aw, but it must be shov;n that there 
was injury to him as a proximatc result." 
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In sum, lo cjuote the First Circuit ln Hgycrhm 

Ga zet to Co. v. Uąloii. Le nflor Corn . , 333 F.2d 790, 802 (3st 

Clr. 1964), cert, donlcd. 379 U.S. 931 ( 196 O): 

''In a prlvate ant j trust action liabil- 
lty and da.-naces are not separate .... 

One cnnnot think of private liability 
ror violatiori of the antitrust laws 
except in terrns of impaci and damages."* 

C._ The Elcmonts_qf SCH's Mononóllzatlon Claln 

SCM's complaint charges, in essence, that Xerox 
hao, in violation of Section 2 of the Sherman Act (15 u.S.C, 
§ 2 ), monopolized and attempted and conspired to monopolize 
the skill and technology and manufacture and marketing of 
piain paper Office copiers." (*| l(a)).*# 

The Supremo Court, in U nited States v. Grlnnell 
Cote., 384 U.S. 563, 570-71 (1966), dofincd the offense of 
monopolization as follows: 


pfFer"??’ Ta?’n 5 ? f, M Co t v - ratcrson Parchnent 

ape: Co. 232 U.S. 555, 562 (1931); Hawaii v. Standard 

U.S. 251, 262 (1972); Burnha.n Chemical Co. v. 
Bo r a x Consolidated, 170 F. 2 d 569 57^ ( O t h n » i o)i.. 

feaif-«... 336 U.S. 924 (1949)7 AU^muidin ^-oiZs 
Diamona błock A Gravel Co., 269 F. 2d 950 onn Motłi rir- 
1959), cert. donlcd . 363 u!s. 843 (1960).’ 


ŚćcUonTÓ? 1 ;’L ( ;, 1i 1(b, \ 1(e » " 1 “ «noco 3 ylolatlona of 

!Łr:,€ 
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"The offensc of monopoly under 5 2 of 
the Shcrman Act har> two cicments: (1) the 
posr.ccr.lon of monopoly power ln the rele- 
vant market and (2) the y/lllful acqulni- 
tion or malntcnance of that power as dis- 
tinguished from grewth or devolopnent as 
a consequence of a superior product, 
business acumcn, or historie accident." 

The first of these clcments — monopoly power 
means "the pov:er to control prices or exclude conpetition." 
United State s v. E. I. duPont d e Nemours Ł Co. , 331 U.S. 

377» 391 (1956). The existcncc of such power can be asccr- 
taincd only in the context of a relevant market (both as to 
product and geographic area) which "must recognize meaning- 
ful competitior.. " United Stat es v. Continental C::n Co ., 

378 U.S. Ml, M 9 (196*0. 

But the mere possesaicn of monopoly power is insuf- 
ficient to establish the offense. It is also necessary to 
prove that such power was willfully acąuired or maintalncd. 

As a generał rule, this entails a showing that the aller.ed 
monopolist has acąuired its power unlawfully (for exa:nplc , by 

acąuisition, combination or exclusionary tactics) or has 

* 

exerciscd such power to perpetuate or expand the monopoly 
or exclude actual or potential competitors. This involves 
an inąuiry into the impact of the dcfendant's acts on its 
competition. Thus, for cxample, in Unit ed Sta ter. v. Grlim el 1 

Cor p. t 38*1 li.S. 363 0966), the Court found that Grinnell 

« 

* 

hnd, 1 nter a lin, ontered irito rcr.trict. i vc ngreements and 
cngiiged in pricing practiceo "that contained competitors". 

3_d. at 376. Simllarly, ln Te lox Corp. v. In ternat 1 ona! 

Mach 1 n er. C orp. , r j CCII Trade Reg. Rop. (speclal 


Businoes 
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supplcment Sept. Ni, 1973), the Court found Ihat IBM had 
monopolized tłu. relcvant market by virtuc of spccific acts 
which were intended to nffcct, and aćtually did adveracly 
affcct, its conpctltory. 

* « * . 

It foli o ws from these elcmcntary principles of 
law that SCM's private antitrust claim premised on allegcd 
monopolization by Xerox involves proof of the effect of 
Xerox' alleced acts on all of its aetual and potential con- 
pctltorr., includlnc SCM -- the very same evidence, so far 

9 , 

as SCM is concerned, which would be relevant to its claim 
that it was injured in its business and property as a result 
of the alleged violation of law. 

I 

THE JSSUE OF XEROX' ALLEGED YI0LAT10N OF 
THE ANTITRUST LAWS CAHMOT BE TRIED SEPAR¬ 
ATE AND APART FROM THE ISSUE OF THE JMPACT 
OF XEROX' ACTS ON SCM 3ECAUSE THE TV.’0 
ISSUK S A RĘ PACTUAT.hY INSFPARAHLE. _ 

The first fatal obstacle to the motion for a 

separate trial io that the issue of inonopolizatlon in this 

casc, which SCM would divorce from all other issues, is in- 

cxtricably intertwincd with the issuc of the impact of Xerox 

conduct on conpetition -- and that competition ineludes the 

efforts of SCM and every other Xerox competitor. 

M } - 

Tłiat 11io issue of violation is not separate from 

that of the impact of Xerox' acts on SCM and other actual 

and potential conpetltors foliowa ineluctably from the natur 
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of thc charter, macic in SCM'o own complnint. That complaint, 

ac we have noted, charges Xero.\ wlth monopo] izntion of the 

technolog, manufacture and marketing of plain paper Office 

coplcrs by virtue of a number of alleged practlces charged 

to have excluded SC-M and others from Lhat field. To deter- 


mine whether Xerox is in fact guilty of cuch monopolization, 
it is nccessary to show that it has power over pricc or 
power to exclude competitors, and that it wiDlfully acąuired 
or maintained that power. In short, the only way to deter- 
minę whether there has been monopolization, as alleged by 
SCM, is to examine the actual State of conpetition in the 
market during the rclcrant period and the specifie effects 
on competitors and potential competitors of the acts and 
practices under challenge — an inąuiry which by definition 
subsumes the ąuestion of privato injury to SCM. 

There is no need to labor thc obvious or to engage 
in deductive reasoning, for thc interrelationship between 
the issues of violation and impact is apparent from the 

face of the complaint ltsclf, which prcdicates violation upon 

% 

such interrelationship. Thus, in paragraphs 13.and 1^, SCM 
allcges that "Xerox's monopoli Stic position and power" ro- 
sultcd from its " exclu;-.ionary oxp]oitnti on of the skill and 
technology of plain paper Office copying." (Emphasis added). 
In other words, plaintiff allcges that Xorox has in fact 
ur.cd its patents and unpatcnlod technology to cxc3ude com- 
petition. Ilow, then, can the jury possibly determlne ho 
issue of violaticn , fnctually or legałly, without eon idoring 
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whethcr tho o perci f j c practJ,ccc did i r , fact operate to 

cxcludt coinpoll tlen, lncludj.nc tho compctltlon of SCM_ 

which is but another way of sayin G that the jury munt also 
detennino tho cjuestlon of lmpact? 

Ślini D arły, para C raph 15 of the cociplalnt alleues 
^lnce. lyC i, when its allecedly unlawful nonopoly was 
supposedly lnltlall, acquired, Xcrox has "maintalned and 
onlarccd" that ,nonopoly by/ Inter alia. -anticompetltlye 
acts and practicos ... and continuing exclusionary ex- 
ploitatjon." Once a E oln, lt ls impossible to dctcrmlne 
whether Xerox has commltted tho vlolatlon alle C cd in par-a- 
eraph 15 unless it is found not only that the acts and 
practiccs occurred but that they in fact had the exclusion- 
ary effcc^ allege-d by SCM -- which neans that there must 
be an jnqulry as to the offset of Xerox' conduct on its 
compotj tors and potentlal competitors, a E roup which in- 
disputably ineludes SCM. 

The intcrrclationship betwecn irrpact and violation 
iłi thio casc is furt hor shov:n by paracraphs 2'l, 25, 26 and 
27, the al lccat Jons of which aro L.ied dircctly to the 
claimort exclur.ionary and anticoinpetitivo effoct of Xerox' 
acts on "SCM and othero." 

Jn paracraph ?.H, SCM allecos that "by 1961 anc | Jn 
no ove„t lator than 1963. Xorox had acquirod and a CC ro C ated 
1 atoni. 11,i c l.e t . . , wh,lęh__ox.cludod and nroyontod SCM mvi 

» (Kniphania added). SCM then 
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goes on to allegc moro specifically, in subparagraphs (b) 
and (c) of ParaGraph 2 l l, that by that limo, Xerox had "recrc- 
atcd a powcrful patent structurc which . . . [gavc] it the 
power to exclude and błock potcntial competitors from entry 
iritc the business of manufacturinG and marketing plain paper 
Office copiers"; and "ensured that no one else would engage 
in the rnanufacture or marketing of plain paper Office copiers 
without licensing by Xcrox." Given thesc allegations of 
violation, it will be relevant to determlne not only whether 
Xerox in fact has a "patent thicket," but whether, in addi- 
t.ion, this so-called thicket actually "er.cludcd and pre- 
vented SCM and other potcntial coinpetitors from engaging 
in the rnanufacture of plain paper office copiers"; whether 
it in fact "blocked" them from "entry into the business of 
manufacturing and marketing plain paper office copiers"; 
and whether it ensured that they could not "engage in the 
rnanufacture or marketing of plain paper office copiers 

without patent licensing by Xerox." 

% 

Dy the same token, whether Xerox had the power 

to "regiment the entire businesses of manufacturing and 

marketing plain paper office copiers"; to "exclude competi- 

tors and suppress and restrain any potcntial or actual 

compctition in the rnanufacture and marketing of plain paper 

» 

office copiers"; and to "perfect and cnlarge an industrial 
monopoly with rerpect to those businesses" — nil as allogcd 
in paragraph 2‘j — necessnrily involvcs an inqulry into the 
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lrnpnct of Xcrox' conduct on SĆM (as well as other compcti- 
tors). 

The same lc truć of the allcgations of paragraphs 26 

and 27• Herc agaiń SCH is specifically mentioned. These para- 

graphs allege that, sińce 1961, Xerox has builtupon its al- 

legedly unlawfully acquired monopoly by engaging in the specific 

"anticompetitivc" and "exclusionary" practices alleged in 

paragraph 27 and that such "acts and practices have had 

the actual and probablc ei r ects . . . of suppressing, fore- 

closing and restraining competition by SCM and' others ." 

(Emphasis added). It is ćifficult to conceive of a clearer 

admission of the fact that impact and violation are incx- 

tricably "interv;oven" in this case. 

The point is further underscored by paragraph 28 

of the compiaint, which alleges, inter alia: 

"(b) Xerox excluded and restrained 
pot en t i o. 1 como f ■u ifcor s 1 nciudfng SC'T 
1‘roiii engagirig In tne TnańuTaciTure and 
marketing of plain panor Office copiers; 


"(c) research and dcveiopr.cnt by others 
wit) 1 rcspect to the ckill and tcchnology 
and the manufacturę of plain paper office 
copying has ! eon restrained; 

"(f) Xerox ..as excluded, restrained and 
hampored pc ntia] and actual como et i tors 
frum ncekJng to compete for and lo obtain 
the benefit:, of the servicoo of mosl. of 
tlić world's personnel who have tećłmica] 
eompetence and expericnce in xerography; 


« 
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0>) potential and actual plaln paper 
Office copler competitors face the rlsk 
of early obco]euccncc of their copicrs;" 

(Emphasis added). 

Manifestly, the factual invalidity of each of 
thece allegations cannot be deterinined by the jury wlthout 
a Dearching inąuiry into the irnpact of Xcrox' alleged acts 
on SCM and others. 

In short, SCM's present attempt to divorce vio- 

« 

lation from inpact runs counter to the vcry theory on 
whicli its corr.plaint is founded. It elaims that Xerox is 
a monopolist because it has excluded actual and potcnt.ial 
competitors. To make out a case it thus must prove Xerox' 
power in a relevant market and show that this power was 
acquired or maintained through conduct which prejudiced 
its competitors. 

A graphic illustration of how a charge of monop- 
olization cannot be tried without considerati-on of the impact 
of the defendant's acts on its competitors (including the 

plalntiff) is provided by Judge Christensen's recent dcci- 

% 

sion In Telex Corp . v. Internationa ! Bu siness Machines Coro. . 

5 CCII Tradc Reg. Rep. (special supplcmenl Scpt. 2*1, 1973) — 

a case, slgnificantly cnough, which deterinined all issues 

in a single trial. Evcn a brief sampling of quotations 

from the court's cxtcnsivo opln.ion dcmonstrat.es beyond quos- 

% 

tlon that issues of impact were inseparably intertwined with 
those of violation. 

Thus, In Seclion V of the opinion, whicli dealt 
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wlth wlicthcr IBM possccsed monopoly powcr, thc court stated 

" T,)e Blreneth of cornpetitoro is relcvant 
to an assesement of market power 
Difficulty in onterinc, wcakness of com- 
peting compnnios and dcpcndence of competi- 
torc upon dominant forces in the market are 
amonc in.dicia of market eon troi on the part 
of an alleged monopolist." (p. 20). 


And in concluding 
the court found: 


that IBM did posness the requisite power, 


i rm.? of '* * • d3r *ect testimony as 

to IBM*s domination of the relevant markets 
and subnarkets, and the effect unon conneti- 
n thi s market and subr.i?^i-ot ~ V ~ 

. i “ n nd 

, possesoed monopoly market power . . » 

(p. 24; cnphasis added). • 

Turning to the question of whether IBM will fully 

maintalned such power, the opinion is rcplete with refer- 

ences to the inpact of IBM's challenged practices on Telex 

and other pług comnatible manufacturers. The following 

quotations are iiiustrative: 

''IBM's 2319B price cut substantially 
iinpacl ed its pług conpatibie competi— 
tors' revenuer. and profitu by reason of 
responr.ive price ? oductionr. which IBM 
. had anticipated wo.uld have to resull., 

not succced 3n fully protcctinc 
lBi-1's instnlled bar.c." (p. 21) 


Immediately after IBM'u announcement 
of the ?339B, Telex negotiatod the 
price rociuction from its supplier ISS 
for the 2314-typc devices it was buying 
| c]ox * other pcripheral oquipmont‘ manu- 
facturoro, and r.eme leasing companles 
dropped the.ir prieer. for tłu? «?3]<i-tvpe 
dcvicea to evels substantially under 
thor.e of IBM." (p. ?8). 


i 
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"IBM'o 2319B nnnounccmcnt . . . failed 
to contain the crov/tłi of IHM's płuc 
compatlblc conpetition durinc thc firct 
quarter of 1971. The lattcr contlnuod 
to make stron;; advances with itr. inctalla- 
tlons in thc 231^ diak area." (Id . ). 

* .» « 

"IIWs płuc compatlblc conpetitors as 
expected by IBM nade coinpctitive price 
reactions to thc Fixcd Term Plan. By 
June 17, Telex bccamc thc fourth plug- 
compatiblc competitor to announce a price 
reduction; but even with such price rcduc- 
tions the płuc compatible conpetitors 
could not successfully compete with the 
Fixed Term Plan." (p. 33). 

The Tclex case rnerely illustrates what is self- 
evident here: It is impossible to try the violation issue 
in this or any other nonopolisation case separate and apart 
froin the issue of the impact of the defendanfs challenged 
conduct on its competitors (includinc the plaintiff in a 
private suit). No antitrust case - has ever been tried in 
such a manner; and it cannot be done here. 

The fact that courts have on occasion separatcly 
tried the issue of the gu antum of damages in a private anti¬ 
trust action docs not support SCM's recjuest for a separate 
trial on the issue of violation alonc.* For thc very cases 
which have severed the measurc of damages issue for latcr 
disposition have tried the entire issue of liability (viola- 
tion and iinpnct) at the first trial. 

>In PoTnt III, ijifrTT, we show that ovcn a separate trial as 
to all issuos other than thc guantum of damages would be 
Inapproprlatc here. 
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Th u 3 , In Co] d farb v-. Virr.ini a State Ihr . 355 F. 

Supp. 491 (h.D. Va. 3973), which lnvolvcd a charge of con- 

spiracy to fix attorneys' fees and "came on for hearing on 

the issue of liability only," three of the findings of fact 

denlt with the specific iinpact of the violation on the plain- 

tiffs. See findings 5, 7 and 8 at 355 F. Supp. at * 98 . Sec 

~ > 9. • S • 1 State Wholesale Grocors v. Grcat A & P Tea Co. 

< 

15,1 P ‘ Su FP* *171, *73, 505 (N.D. 111. 195 ?), modified on 
olher grounds, 258 F.2d 831 (7th Cir. 1958), cert, dcnlc d. 

358 U.S. 9*7 (1959) ("the issue of liability, including the 
issue of the fact of damage, was severed for trial fron the 
issue of the amount of damages" (15*1 F. Supp. at *73)) 

("There is no evidence that any plaintiff lost sales or 
customers or profits as a result of [A & P's conduct]" ( 15 ^ 

F. Supp. at 505). 

SCM’s reliance on Unio n he a der Corp’. v. Mewsnaoers 
of-New Kngland.^jnę^, 180 F. Supp. 125 (D. Mass. 1960 ), 
jnod ified on ot her rrounds, 28* F. 2 d 582 (lst Cir. 1961), 
cęrt^-denled, 365 U.S. 833 (1963) (Pl's. Men. p. 1-13), is 
total3y misplaced. Far fron supporting SCM's position, the 
casc and its sequel (not cited by SCM) grnphically dernon- 
strate the danger of ordering separate tri ais in private 
anlitrust cases. 

What happened in l ho U nion I,end or‘*li tj ration 
was t his: The district court triod the issue of anti- 
trust liability (i ■ c. , vlolation and iinpact) scparately 
and, having fouud liability, referred tlie issue of damages 
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to n master, analogi y.ing thc cose to patent infringcment 

suito włierc such rcferenccs are routinc. On appcal from 

the master's finding of no damaces, the Pirst Circuit re- 

vcrsed, notinc that the trial court's findinc of liability 

inhercntly determinod that therc had bcen injury. Haverhi11 

Cazctte Co. v. Union I.eader Corp. , 333 P.2d 798, 003 (lst 

Cir. 196*1), cert, denied , 379 U.S. 931 ( 196 * 1 ). Judge 

Aldrich's opinion, which sharply criticized the bifurcated 

trial precisely because, in a privatc antitrust c.ase, there 

is no liability v/ithout impact, is most instructive: 

"It is herc [in the analogy to patent 
cascs] that the difficulties. and they are 
serious, commence .... [T]he issues of 
patent infrincement and danages are separate 
and clear-cut. Although ancertainment of 
damages may involve diffieult ąuestions of 
apportionnent . . ., there is no overlapping 
of the issues [of liability] deternined by the 
court . . . and those [of damages] referred 
[to the master]. In a-private antitrust action 
liability and damages are not separate. Grant- 
inc that an injunction may require a findinc 
of mcrely threatened loss, ... a pnrtial 
dccree on all issues of liability, hov:ever 
considered, implics much morę. One cannot 
tłiink of private liability for violation of 
% thc antitrust laws cxccpt in terms of impact 

and damace." (333 P.2d at 802 ).* 

* SCM cites only Iwo other private antitrust casco in 
support of its motion for a separate trial, neither 
of which is germnne. Ellingson Timber Co. v. Creat 
Northern Ily. , *42*1 P. 2d *197 (9lh Cir. 1970), cer t. 
flrn ied » *100 U.S. 957 (1970) (1*1's. Horn. p. I-lTT, 
affirmed the district court 's linl tat.ion of discovery 
to two issues raised as af firm'itivc dcfenf.es -- limitations 
and subjcct matter Juricdiction — mafters plninly oepsr- 
ablc from issues going to the merits. Reiner. Pistributers, 
Inc. v. Admirał Corp., 2f>7 P. Supp. C 19 (S.D.N.Y. 1965 ) 
(1’1's. Mcm. p. I — 11), ordo red a separate trial of the dis- 
cretc issuc of whother one of defendani.'s branchos was a 
"purehasi r" withln thc menniug of thc Robinson--1’atnnn Art , 
n scparable qucstion which ha:*, no bearing whatsoovcr on 
the proprlely of a separate trial of tho issue of violatlon. 
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In cum, SCM '3 mclion for a scparatć trial on thc 
lssue of violation ~ failinc- as it does to rcco C nlze thc 
inseparabilJ ty of the issucs of violatlon and impact in a 
monopolization cace — is ilI-conccived, contrary to law 
and wouid totally subvert the purpooe of Rule lj 2 (b). 


MOREOVER, SEPARATIMG VI0LATT0M AMD 
IMPACT FOR TRIAL WOULD SERVE MO USEFUL 
PURPOSE SIMCE IMPACT WOULD STILL HAVE 
TO DE ASSESSED BY THE JURY BEFORE A 
FINDIMG OF LIABILITY COULD BE MADĘ OH 

a pprophiate injunctiye relief decreed. 

There is another cocent reason why the issue of 
the impact of Xerox* acts on SCM should not be tried 
separately from that of viol.ation: Such a separate trial 


The other, non-antitrust, cases which SCM cites are sirila--*- 

Inc P °50 k'k l hU Uf e tn te n n Gpo rhysicnl Co. v. Bolt Assoeiatiś 
■inc., bo h.R.D. 193 (D. Conn. 1970) (?l's Men n T nT 

ordorca a separate trial of thc lssues of patent vaUdlty 
nr ? founterclaln, leavln s all other'Iscues 


lLt^ch and anllt^st Jjoia?lon for J"nt adj" 

v- R in D rr t K^ YCo ^ 57 >' (p ° ? ™ 

(s.D.H?y?"i968) ordrrndM; 1 ^!!^! i "l 536 


Kem. p. 1-11), lnvolvcd śćpar^c t?iai:'oriW t lfn “V 
ZZZl* £ a actlon,°and~Joseph Y v? n ^ 

a ti ust on f . 1 1 "nora t o stoc 1 * ai i r>r « » • 

demonctni Ail o* thcsc cases r.erely 

“ " a ;V ,L * włu?r ^ separate issucs are involved 

acts^on 0 ^!' J 1 l3Rue°of P Uie" l h:n>ae\ C of 0 dcfcndant P s Ct * 

acts on jts coiiipctitors, Inclu.llnc plaintiff. 
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would servc no uscful purpose. Whcthcr thc focuc is on 
SCI n s damage claim or on its reąuost for injunctive relief, 

the plain and simplc fact is that a finding of violation 
without impact would accomplish nothing. For cven if a 
violation werc found, it would still be netessary to de- 
termine its impact on SCM before a finding of liability 
could be madę against Xerox on SCH's damage claim; and 
it would be impossible to fashion appropriate injunctive 
relief without knouing v;hich, if any, of Xerox ł past 
practices had actually affected competitors (including 
SCM) and the naturę of that effect — deterninations 
which, because of thc indispensable reąuirement of a 
showing of impact in the damage action, must be nade by 
the jury. 

.A. Xerox Cannct Ee Held.Liable To Plaintiff On 

Its D am age Claln Unless Impact Is First Found . 

As we have already noted (pp. 11-13, suora ) , 

thcre can be no finding of liability in a private anti- 

trust dam3gc case without a determination that the de- 

fcndanfs allegedly unlawful conduct in fact proxinately 

injured thc plaintiff in its business or property. For 

this reason, cven if Xcrox werc found in a separate trial 

to havc violated thc antitrust lawo, SCM would not neccs- 

% 

sarily be enl.itlcd to recovcr one cent of damnges; it would 
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stlll have to prove that thc particular violation in fact 

caused it injury as well as thc* amount of its dainages. In 

this respect a prlvate plaintiff such as SCM diffcrs mark- 

edly from' the government. As the Supremę Court madę elear 

in United States v. Borden Co . 3^7 U.S. 51^, 518 (195*0 : 

"The private-injunction action, like the 
treble-damagc action under § ^ of the Act, 
supplements government enforcement of the 
antitrust laws; but it is the /'ttorney 
General and the United States district 
attorneys who are primarily charged by 
Congress with the duty of protecting the 
public interest under thesc laws. The 
Government seeks its injunctive remedies 
on behalf of the generał public; the private 
plaintiff, though his remedy is nade avail- 
ablc pursuant to public policy as determined 
by Cor.gress, may be expected to exercise it 
only when his personal interest will be 
servcd." 

% i 

Thus, whercasthe govcrnment is entitled to in- 
junctive relief under Section *1 of the Sherman Act and 
Section 19 of the Clayton Act’' upon a showing of violation, * - 
% 

*Both Sections read in pertinent part as followo: 

"The several district courts of the United States 
are hereby invcsted v/ith jurisdiction to prevent. 
and restrain violations of this act; and it shall 
be the duty of the several district attorneys of 
the United States, in their respcctive dintricts, 
under thc dircction of the Atlorney General, to 
Institutc proceedings in cquity to prevcnt and 
restrain such violations." 

*ln a monopol .1 za11 on suit liko the casc nt bar, thc governncnt 
of coursc, would havo to provc that thc defendant had monopol 
Power and that it willfully acquircd or maintnined that power 
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a privatc suitor, such as SCM, whcther it seeks injunctivc 
relief or danapes, has stand Ing to suc only on the strcnpth 
of its "persona! intcrest." Unlecs a private party can show 
that ho himself is "threatened [with] loss or damape" by an 
antitrust violation — not inerely that the public penerally 
may be injured — he cannot sue for an injunction.* See , 


in violation of the antitrust laws, so that the exclusion- 
ary effect on conpetition of the defc-ndarits' practices 
would be a relevant consideration. Hov/ever, the povern- 
ment, unlike the private suitor, would not have to prove 
injury to the business or property of any particular co::.- 
petitor. The fact that private injury need not be proved. 
in a governnent lnjunctive action clearly distinguishes 
the reouest nade by four IB,-! corr.pet itors that the govern- 
ment seek a separate trial on the issue of violation in 
the IBM case. (Sec Pl's. Men. pp. 1-5-6). A separate 


trial on the contcnts of 


decreo after trial of the 


violation issue raises no problens in a poverr.;nent case 
sińce a findinp in the violation trial adverse to the 
defendant would ips o facto rnean that the plaintiff was 
entitled to sonę relief. This, of course, is not true in 
a private darnape action. 

fThe pertinent lanpuapo of Section 16 is .as follows: 

"That any person, firin, Corporation, or asso- 
ciation shall be entitled to sue for and have 
injunctivc relief, in any court of the United 
States havinp jurisdiction ovcr the partics, 

as apains t_t hreate ned lor :: or dn i na re by a vio- 

lation of the amitrust laws, including scctions 
two, threc, sevcn, and ciplit of this Act, wh ji 

and_imdor the_rano condH ; cnr and nr 1 _n_ c *i 1 J 

TnJunctłyo relief a -'.ainst throm rnód ccńid uet 

that v.i 1 ] cau .e_ or ci ar.ape Ir. rr antoj by 

courts of ceniły, un.lor thi* rulcr. i.t»vernin: 



nich procccii J nr.s. " (iimphnsi; 

s adued). 
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BurJncr.r, Systems Ł Supply Co . v. SCM Corp . . 
]•.«■ u 59, 63 Plth Clr. 1969), c o r t. dcnlod t 397 U.S. 

9?° (1910); Purkh ond v. Phillips Petroleum Co .. 308 F. Supp, 
120, 12.S (N.D. Cal. 1970); Hc»v(?rc Camera Co . v. Eastman 
Kodak Co., Cl F. Supp. 329, 331 (N.D. 111. 19^8); Tivol i 
. v. Pa mmount Pictures . Co F. Supp. 8 00, 809-06 

(D. Del. 19^8). And unless he can show that his business 
or propenly has alrcady suątained injury, he cannot sue for 
damaces. 

In sliorl, SCi i does not stand in the shoes of the 
Federal Trade Cominission. The proccedinc now pending 
befere the Ccmmission under Section p of the Federal Trade 
Conmission Act will determine whether Xcrox has monopolised 
the alleged market of manufacturing and marketing plain 
paper Office copiers and, if so, the appropriate relief 
that should bo entered to protect the public interest. SCM 
has stanuing before this Court only to assert its own pri- 
vate rights -- waieh mcans, with rcspect to SCM's treble 
damage claim, that a findinc of vio3aticn is of no conse- 
quence standing a]one and that SCM must prove that it was 
injurcd as well before it can establish liability. 

Ihe fact tłiat Impact is a prcrequisitc to a find- 
ing of liability in a private antltrust damage action 
cxplaJns v.hy the courts wlilch have invokcd Nule l|?(b) in nn 
antltrust contcxt have invariably diaposed of the entire 
liability qucation in one trial; no court has adjudicated 



I 
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t. lic issue of violation alonc. Sec , c , C oldfnrb v. 

Vir r.ini a State Bar , 355 F. Supp. 491 (E.D. Va. 1973); 

Sta Ic Who l esale Orocers v. Grent A Ł P Tca Co. , 15^ F. 

Supp. *471 (H.D. 111. 1952), módl fi od on ot-her grounds , 

258 F.2d 831 (7t)i Cir. 1958), cert, dcn lcd, 358 U.S. 9^7 

(3959); and M cClaln v. Socon.v-Vacuum 011 Co. , 10 F.R.D. 

26l (S.D. Mo. 3950). As noted in 0'Donnel1 v. Watson 

Bros. Transportation Co ., 183 F. Supp. 577, 587 (N.D. 

111. 1960 ), it serves no purpose to invoke Ru3e 42(b) in 

a private treble damage action to make an early deter- 

mination solely of violation because "damages must be 

proved in order to establish liability." 

B. A Separate Trial Of The Issue Of Violation 
V.'ould Serve Ho Purpose From The Standooint 
Of Plaintiffs Injunctlve C laim._ 

Trying the issue of violation separately from 

impact, evcn 3f it were possible to do so, would serve no 

useful purpose from the standpoint of 3CM's injunctive 

Claim either. This is because the Court could not even 


Kegin to fashion appropriaUe. injunctive relief — much 
less grani the Draconian relief sought by SCM — in the 
absencc of findings as to the market iinpact of the specific 
nets and practices by Xerox which are at issue herc. This 
is not to say thnt an Injunction may never be granted unless 
a private plaintiff proves past injury. Under ZenUh Radio 
v. Unr.el t 1 n o Rese a rch. Inc., 395 U.S. 3 00 (19 C> 9), it ' 


is possible for a plaintiff to obtaln an injunction if be 
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showŁ; a threat of futuro injury. aut the drastic relief 
soucht by SCM in this ca.se procccdo on the prenise that it 
and other cornpetitors havo been cxcluded from the market 
for a number of ycars by reason of past monopolization, not 
simply that there is a prcspect of futurę exclucion. Since 
this irnpact issue is sąuarely invo]ved in SCM's le^al claim 
for damages, it nust be determincd by the Jury under the 
doctrinc of Beacon Theatros■Tnc. v. Westoycr . 359 U.S. 500 
(1959). 

The ncccssity of an impact deternination on the 
question of ultinate equitable relief is apparent from 
ParaGraph 32 of the complaint, where SCM claims that the 
injunctive relief to be ordered should be whatever is 
necessary to assure that: 

”(a) fuli and fair competition v;ith 
respect to the skill, technolog;/, manufacture 
and marketing of plain paper Office copiers 
in Amen lean Interstate and foreign commerce 
will be establiched; 

"(b) SCM and others will be affordcd 
a ful] and fair opportunity to compcte at 
' rescarch, manufacturing and marketinr 

levels; • 

"(c) users of plain paper office copiers 
and the public: i 11 hnvc the benefits of fuli 

and fair competition at each of those levels- 
and * 

" (d ) the present and prospcctive effeets 
°f Xcrox*s monopol i Stic position and anticon- 
pei.itivc aci s and practiccs will be cffect.ively 
and pcrmanontly clJminated." (Amonded Complaint, 

p. 15). • * 
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It is plainly Jmpossible to flnd that partlcular 

Xcrox practiccs must be cnjoined to furthcr these co^ls* 

and spcclfically, in order to afford " SCM and othcrs" "a 

fuli and fair opportunlty to compete,” without actually 

examining the narket iinpact of cach such practice in the 

past and determining which, if any, of them have prevented 

such competition. * • 

Examination of the specific lnjunctive rerncdies 

« 

sought by SCM reenforces the point. In paragraphs 35 and 
37 of the complaint, for example, SCM calls for no less 
than the divestiture of Xerox* "research, patents, techni- 
cal and manufacturing facilities and assets in the field 
of xerography," and then, for good measurc, into two "New 
Manufacturlng Conpanies." To explain the need for two 
such companies, SCM allcges that dual entities will "morę 
spcedily negate the effects of X erox l prcsent o osltion and 
ącts at those Icvels ." (Emphasis added). In short, even 
SCM recoGnir.es the necessity, before obtaininc a decrec of 

divestiture, for a factual determination that such relief 

% 

ls reąuired because of the anticompctitive effects of 
Xerox' prior conduct.* 


ł Xero>: dioputes the right of a prl vate party to secure a 
decree of divcstilure in nn ant i trust case'. Hut that 
issuo, of course, is not presently before the Court for 
decirion. 
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Ślinilarly, the Court could not conceivably 
impoce the marketing shacklco on the New Manufacturinc 
Cornpanics which are sought in paragraphs 39(c), 39(d), 

^0, 41 oi’ h2 of tho coinplaint without first detorminlng 
that specific past activities of Xerox advcrsely affected 
Xcrox' cornpetitors. 

By the* r,ane token, the Court could not decide 
whether the conpulsory patent and know-how liccnsing 
called for by paragraphs 39(a) and 39(b) are warranted 
v/ithout assessing the narket inpact on SCM and others 
of Xerox' patents and technology. 

The fact that such inpact fi.ndings p.ust be nade 
to support any injunctive relief that r.ay be ordered ut- 
t.erly destroys any possible utility of a separate trial 
on violati on alono for purposes of SCM's injunctive claim. 
This is because inpact is scuarely at issue in SCM 1 s 
treble damage count. As a conscąuer.ce, Boaccn Then tres 
v * yJ or,tover , 399 U.S. 900 (1959), and Dalry Qucen , 

7 ncv * l^ood , 3&9 U.S. ^169 (1962), nandate' that the jury — 
and not the Court — decide the inpact question. Only 
after the jury has nade that decision may the Court, 
actinG upon appropriate special findings by the jury, 
dctorinine the appropriate scope of injunctive relief. 

The Supremę Com-t could not hnve sald it norę clearly 
that it did in D a iry O ueen: 
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"Tlio holding in B oacon Thoa t rcs was that 
whcrc both legał and cąuitablc issues are 
prcscntod .In a single caso, 'only urider 
the most iinperativc circumolancos, cir- 
curnstances whlch in view of the flexible 
procedurcs of the Fcderal Bu]es v/e cannot 
now anticipate, can the right to a jury 
trial of Degal issucs be lost through prior 
determination of epuitable claims.' That 
Jjoldinc, of coursc, applics whether the 
trial judge chooses to characterize the 
legał issues presented as 1 incidental' to 
ecjuitable issues er not." (369 U.S. at 
472-73). 

Thus, sinco it ts the Jury that must decide the 
ąuestion of impact in any cvent, and sińce the jury must 
deal with that issuc before permanent injunctive relief 
can be deereed, no purpose would be scrved in having sepa¬ 
rate trials of violation and impact. Put another way, even 
if the Court were to order a separate trial on the violation 
lssue, and even if the jury at such a trial were to find 
that Xerox had violated the antitrust laws, the Court could 
not then determine whether .SCM was entitlcd to the injunc- 
tive relief it sccks because the impact issue (which would 
be a prercquisitc to such a determination) would still havr 
to be determined by the jury in the sccond trihl on the 
damage claim. such circumstances, a separate trial, 
evcn if legali.. ;rmissible, would be senscless. 
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• III- 

SEPARATION KOR TRIAL PURPOCES OF THE 
ISSUE OF QUAHTUM OK DAMAGES, WHILE 
LEGALLY PERMIGSIBLE IN AM APPROPRIATE 
CASE, WOULD BE COMTRARY TO THE OBJEC- 
TIVES OF RULE ll2(b) KERE BECAUSE MUCH 
OF THE EVIDERCE RELE7AMT TO LIABILITY 
V;OUI.!' IiAVE TO BE REPEATED AT THE LATER 
■ TRIAL PIJ DAMAGES. _ 

Inasmuch as Rule *J2(b.) is premised essentially 

on considerations of judicPal econorny, where separate 

trials are apt to produce an ineroase 3n trial time rather 

than a decrease, the courts have consistentiy refused to 

order separation. As Professor Moore explains: 

i 

"J1‘ • • • the prelininary and separate trial 
of an issue will involve extensive proof and 
substantlally the sane facts as the other 
issues, or if any saving in tine and expense 
is wholly spcculative, a separate trial will 
be denied." (7 Moore, Federal Practice, 

1 2388 at pp. 280-81). 

Thus, in United States v. Marletta Mfg Co .. 53. 
F.R.D. 390 (S.D. W.Va. 1971), an action for breach of 
coritract, the court recognized, as the govei nment argued, 
that a combined trial of all tho issues of liability and 
damages would present "certain difficulties" because of 
tlić "nunber and conplexity" of the inany factual and -legał 
issues to be dccidcd. Nevcrtheless, it ruled against 
separate trials of liability and dnmage because the dupli- 
cation of cvidcncc* that would rcsult would "unduly lengthen 
tho nl’-eady protracted proceedings in this case" (53 F.R.D. 
at JlOO). 
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The same conolderatlon was lnvolvcd ln the dcnial 

of separate trialo as to liability and dainagc on the private 

antitrust claim asserted in McCln i n v. Socony-Vacuuri 011 Co . 

10 F.R.D. 261, 262 (S.D. Mo. 1970): 

"Therc is, therefore, no issue of liability 
separate and apart frorn the elaimed damageo. 

It wouid be repetitious, therefore, to spend 
one day or two days hearing testircony on the 
question of damages so that it may be deter- 
mined whether therc was a liability.” (10 F.R.D. 
at 262). 

It is obviously not possiblc at this early stage 
of the case to say definitivcly what SCM will choose to 
rely upon in an effort to estabiish that it "has been dam- 
aged in the arnount of at leaot $1^5 million" (Conplaint, 
f 58). However, it is safe to predict that a good deal of 
SCM's damage evidence will be a repetition of that offered 
to prove ”exclusionary" and "anticonpetitive" effeets. 

Again, Tclex v. IBM is instructive. There, the plaintiff 
offered as evidonce of monopolization facts showińg that 

before IBM adopted particular marketing strategies it 

% 

prepared intcrnal analyses indicating the cxterit to which 
adoption of the practice v:ou]d affect competitors. The 
same cvidence was relied upon to find violation, impact, 
and the extent of Telex' damages, the trial judge looking 
to IBM's forccasts of Telex ł salor. in comparison witli 
thosc which Tclex aclually madę. (p. 38 ). 


E 237 

Memorandum in Opposition to Plaintiff'8 Motion for 
Separate Trial and Anoillary Relief 

Accordingly, whlle it is truć that the issue of 
qunptun of damages can (ar, a mattcr of law) be tried sepa¬ 
rata ly aftcr thc qucstion of liabllity (violatlon plus 
lmpact) is determined, and that this has been done on 
occaslon in antitrust cascs, it would be inappropriate 
to do so here. For the ey.tent of duplication of evidence 
that two trials would entail would "unduly lengthen the . . 
protracted proccedings" that aro already to be expected. 
U nited States v. Marł et ta rtfg. Co . , supra . In a complex 
antitrust case such as this, it is particularly important 
to avoid the confusion cnecndered by a piecemcal deter- 
rnination of the issucs. SCH's claimed darr.agcs must be estab 
lished to have proxirnatcly rcsulted from the precise acts 
found to constitute unlawful monopolization. And, in 
light of the complcxity of the issues, a separate danage 
proceeding might well result in Xerox being charged with 
the consequences of acts not found to be unlawful. As the 
Supremę Court statcd in B eacori Thea tres: 

"Since the issue of violation of the 
. antitrust laws oft.en turns on the reason- 

ablcness of a restraint on trade in the 
Mght c>f all thc facts, sec, e.g. , Standard 
P-Ll Co. v. United States, 221 U.S. T7~60, 
it is particularly u.ndesirabie to have sono 
oi the relcrnnt considerations tried by one 
fact finder and somo by anothcr." (359 U.S 
nt 508). 

In thc finał nnalysls, a separate trial on the 
measure of daninges herc would be duplicativc and wnstcful. 
lf such a trial werc held before a Jury dlfToront from thc 
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ono which dctermincd liability, Ihe proof on quantum of 
damages would bo incomprehens1ble unlcss the second Jury 
also hoard the evldence of injury alroady introduced at the 
i’lrst trial. On the othcr hand, if the issue of damages 
v;cre tricd at one and the same timc as the issue of lia¬ 
bility, the Jury (assuming it found a violation and injury) 
would only have to place a price tag on the extent of that 
injury. The only way to have a separate trial on the issue 
of the amount of damagcs and yct avoid rcpetition of the 
proof of injury would be to order the second trial to folio;.' 
immediately after the first before the same Jury.* 

It follows that it would be wasteful and inef- 
ficient to stay discovery on the issues of danages at 
this time, evcn if a separate dasiage trial on that issue 
were to be ordered. For one thing, a stay would necessi- 
tate a delay betwecn trials, thus reąuiring separate juries, 
witli the duplication and possibility of crror that such a 
procedurę entails. Moreover, discovery on the impact issue 
is likely to involve the same SCM witnesses as tjiose who 
would give testi mony on the issue of damages (with the 
possible exception of an accountant), and, in the words of 
Rule 42(b), it would hardly be "conducive to expcdition 
and economy" to depose these witnesses twice. 


fc Such a proceduro wouJd avoid the soi-iour. conr.t i tut ional 
question of whothcr the Seventh Amendriont permlts different 
Juries to as ser. o liability and dnmnr.e. Cf. United Air Lines, 
lnc. v. Wiener, ?f*6 F.2d 302 (fnh Clr. 19&1), cert. denied. 
366 U.S. 9pi| (1961). -- 
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IV 

iw ijo i:vr;;iT could a separate trial 
ON THE i SSIJ E OK VTOLATJO!J POSSIIJLY 
RE HELI) IN MAY, 197^ IN LIGIIT OF 
XEROX' RIGHT TO KULL DISCOVERY ON 
7 H S IV. SU ES R AT. CMI >_ RY THE COMPLAINT. 

The most cxtraordinary aspect of SCM's motion ls 

ito reąuest for a trial datę of May I, I 97 J 1 . Evcn if SCM 

were grantcd a separate trial on the issue of violation _ 

which, as v/c have deinonctrated, would be v/holly inappropri- 
ftte SCM would not be satisfied. It wants to proceed 

to trial pell moll withoul. according Xerox an opportunity 

to discovcr facts rclevant to negating the allegations of 

the co.T.plaint, thus depriving Xerox of its fundamental 

right to a fair trial on the serious charges against it. 

The plain iact is that, if Xerox is afforded the discovery 

to which it is entitled on the market issue alone, a trial 

in May, 197^ is impossible, as SCM conccdes (Pl's. Mcm. p. 

11“ ,ł ) ♦ Wut even if Xerox' discovery on market dcfinitlon 

were curtailed, the discovcry necessary on the other issues 

raised by the complaint could not conceivably be complcted 
in six months. 

The sccond section of SCM's memorandum is.devotcd 
to a lengthy cssay on market definition supposedly showing 
that this qu.stion rcally nocd not be litigated at all and 
Ibat Xorox is cntitlod to little if any discovcry on the 

issue.* This is cortainly not the proper timo to debato 

^According to ŚCM's complaint (S 10), tho rclovant market 
conoist:; of plain papci* Office coplers. This Ir. dcnled 
in Xerox' answor (i 10). Xcrox maint alnr. that the market , 
properly doflned, ineludes offset, ctoncil and r.plrit 
c*(juJpmont ar- woli as plain and coatcd panor copiors. Sec 
,Xorox' Anr.wor («; 0) to the complaint of 'the Keileral Tradc 
Coimnission in Docket 0909. 
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thc central ir.sue of market dcfinition in Ihis litigation; 

and Xcrox ha:; r. < intcntion of arguing the merits of that 

isnue bcfore the pertinent evidencc has been oblaincd and 

presonted to the Court.* But the suggestion that the 

defendant in a monopolizatlon case is not entitled to 

discovery to substantiate its view of the market is 

patcntDy frivolous. Each and every case relied on by 

SCM was decided after a trial on the basis of a complete 

rccord based on fuli discovery. Market definition is a 

mattcr of proof, not a legał abstraction, and SCM cannot 

forec.lose Xerox from discoverlng what SCM's fi]es and 

tho&e of other conpetitors shov/ with respect to the area 


*Ncvertheless, it r.ay not be amiss to point out that SCM's 
present viev: of the relevant market, which is limited to 
plain paoer Office copiers and excludes competitive coated 
paper eąuipr.cnt, is sharply at cdds with the position which 
SCM took when it petitioned for certiorari in Advance 
Business Systems & Sucply Co. v. SCM Coro., ł <15 F.2d 55 
(Hh Cir. 1969), cert, rienled , 397 U.S. 920 (1970), On 
that occasio.n, SCM includoc coated paper copicrs together 
with plain paper copiers in the relevant market, advising 
the Suprema Court as foilows: 

"When SCM entered the business in 1962, 

Xero.\ Corporation ('Xerox') was alrea*dy estab- 
lished as the dominant competitive factor in 
the Office copying market. In 1967 Xerox con¬ 
tro] led approximately 60* of thc Office copying 
market in the United States; by contrast, SCM 
accounted for only 3* of the market. By 1967, 
there v/c*ro 26 manwfncturers of elcctrostatic 
copyir.g machines, as woli as numorous manu- 
facturers and scilcrs usinc other copying 
processes; as tho appel lato court rccognisicd, 

'the Office copyirig machino market in actlvcly 
competitivo, with customcrs changing readily 
from one copicr to another. '" (1’cl ition for 
Certiorari at p. 3). 
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of effc'CtJvc compctition. ' As the Supremę Courl polntcd 

out in Brown Shoc C o. v. Unit ed States , 370 U.S. 29*1 t 325 

( 1962 ), one of the criteria pertinent to a detcrminatlon 

of the relcvant market is the factor of "industry rccog- 

nition," and SCM ls clearly part of the industry. 

Moreover, even if Xcrox were not permitted any 

discovery whatever on the market definition issue, it 

would still be impossiblc to try the issue of violation 

in May, 3.97*1 in light of the breadth of the other alle- 

# • 

gations of SCM's complaint. 

By charcinn Xerox with monopolization on a 

worldwide basis of "the skill and technclcgy and raanu- 

facture and marketing of plain paper Office copiers" 

(\ l(a)), SCM has dravm into cortroversy virtually every 

aspect of this highly complex business throughout the 

four corners of the earth. Even a cursory exanination 

of the complaint revea3s the extenslve dLscovery which 

will be rcąuired to provide Xerox with the facts needcd 

for its dcfensc. 

% 

For example, parugraph 2h(b) alleges that Xerox 
"powerful patent structurc" gave it "the power to ex- 
cludc and b3ock potential competitors from entry into 
the business of mnnufacturing and marketing plnln paper 
Office coplcrs." To defend itself ngninst cuch a charge, 
Xerox will necd to discovor the facts with recpcct to 
eacl) potential coinpcti tor' s ability to enter the market, 
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its efforts, if any, to do so, the rer.uT ts of such efforts, 
and the cffects of Xcrox' patent position on.such enlry -- 
not Just in the United States but all over the world. 

Similarly, paragr3ph 25 asserts that "by 1961 
or no latcr than 1963 , Xerox had acąuired and achicved 
v;orldwide control and monopoly power over the patented 
and unpatented skill and technology of plain paper Office 

1 

copying" v;hich gavc it "the monopolisfs power to . . . 
excludc conpetitors and suppress and restrain any potential 
or actual conpctition . . . Plainly, to defend against 

this allegation Xerox is entitled to discover facts con- 
ccrning the State of the relevant technology throughout the 
worid, as v;cll as Xerox' technological position in relation 
to that of its conpetitors and potential corr.petitors. 

And paragraph 27, in its twenty-one subparagraphs, 
allegcs an omnibus list of purportcd exclusionary practices, 
all of which will rcquire extensive discovery intothe 

question of whether they rcsultcd in the e>:clusion of 

% 

compelition. 

In short, SCM's request for a separate trial in 
May, 197*1 is totally unrcalistic and completely disdainful 
of Xerox' legitinate discovery nccds on the nultiplicity 
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of complox iccuco raised by the complaint*-- so much so 

that the conclusion ls 1 rPecistJble that SCM's real objectivc 

herc is i ts stated altcrnativc of hav1ng its motion for a 

prellminary injunction heard at that time. But that raises 

an iinportant question of law which should be briefed and 

decidcd before the Court and the parties are obliged to 

procced down a path which, Xerox sulmits, will be a blind 

alley. That queotion, sJLmply put, is whether the type of 

relief that SCM is seeking.in its prayer for a preliminary 

injunction would so alter the status guo during the pendency 

of thls pro cecdlng — indeed, v;ould accord SCM 

* It is noteworthy that, while Xerox has nade a 

vcry substuntial productiorj of documenis in responoe to 
SCM's discovery roąuests, SCM thus far has not provided any 
discovery whatsoever to Xerox. 

In response to SCM's interrogatories and documo.nt 
requests, Xerox has already produced approximately 70,000 
pages of docu.-.ents gathered in connection with the PTC and 
Litton cases and has madę available for SCM's inspection 
tens of thousa.nds of additior.al documents fron the IBM case. 
These docur.ents are the product of four years of discovery. 

In addition, Xerox has filed 26 pages of partial inter- 
rogatory ansv:ers and produced another 5 >700 par.es of docu- 
monts to SCM. Finally, after negotiations between the 
parties, SCM and Xerox have now resolvcd all of Xerox' ob- 
jections to certain SCM discovery reouests (filed October 
197 3) ey.cept for the mat ter of Xerox' tine’to respond, 
a question which will be presented to the Court at the same 
time as SCM's motion for a separate trial. 

In contrast, Xcrox filed docunent requcsts directed 
to SCM on or about Septenber 13, 1973, and, after an cxtcn- 
sion, recetved SCM's objęciions on or about Novcmber 19. 
Incredibly, SCM has objecteci to ovory single one of Xcrox' 
requcsts. While discuosions were prococding in the succ.ess- 
ful efforl to resol vo Xerox ' objęci ionr. to SCM's dircovcry, 
Xorox was unable to make an appointmont with SCM':; counsel 
to disruss SCM':; objections unttl !iovenber ?5 , 1973, which 
SCM's counsel then cancelled on the gpound thal he was 
unwi111ng lo bogiń r.uch discussions until discussions 
we)’e concludod on SCM'o diseocery of Xerox. As a ro- 
ault, as of thls dale, Xerox has not beon ablc to'make 
any progrecc towards resolvjng SCM'o objcctions and ob¬ 
ła i ni ng dir.covery. 
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rcllcT which lt is secklnę aftcr a fuli trial on thc merita — 
as to make it a foreconc conclusion that SCM would in no 
event be cntitled to auch relief pcndontc lite . The Court 
havin^ prcvJously indicated that it would welcome the sub- 
miaslon of bricfa on this ąuestion, Xerox respectfully suę- 
Cests that the Court should establish dates for the briefing 
of this rnatter and that no datę be set for the hearin& on 
SCM ł s motion for a preliminary injunction prior thereto. 



PLAIHTIFF' S REQ ł JEST FOR A STAY OF 

D1SC0VERY ON ALL PATENT ISSUES IS 

unwarhanted and cc::trary to the 

PROCEDURĘ ESING FOLLOWED III THE 

L ITTON CASE. _' 

SCM also eeeks a severance and stay of discovery 
on all patent claims raised by Xero>:' counterclaims and by 
the clain for deelaratory relief set forth in the third 
claim of the complaint. * V/hile Xerox does not oppose a 
severancc and separate trial of these patent claims, sińce 
they clcarly present is’sues which arc separate and distinct 
from SCM's antitrust clains, it objocts to the rcquested 
stay. 


*SCK's Third Claim 
Patent No. 3,121,00 
unenforceable, and 
seeks pnyment of pa 
contract between t h 
seeks darta ser. and 1 
infrinnement of the 
the aforosaid contr 
dama gc s.and injunct 
nicnt of U.S. Patent 


seeks, i! 
6 ("the 
for dana; 
ot roya3‘ 
e partie: 
: i j uncti Vi 
’006 pal 
act; a rui 
ivo relit 
No, 3,6 


1£ a1 i a , a Judęmcnt that 
)o patent"), is invalid 
;; Xero.\' First Counterc 
*s as a result of a lice 
Xcrox' Socond Counterc1 
•elief as a result of SC 
it. aftcr the tcrmlnation 
*rox* Third Counterc1aim 
ar. a result of SCM'r. in 
, 08 't ("tire ' 80 h patent") 


U.S, 
and 
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frin^e- 
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In support of a stay, SCM argues that. similar 
patent issues aro bcing litigatedin the actłon betwccn 
Xerox and Dennison that is pending in the Southern District 
Of New York and that an advcrse decision wculd preclude 
Xcrox on those clairns herc under Dlonder-Tonru^ Laboratories, 
- - c v * l ? .nivo r s i t y of Illin oi s Foundation , li 02 U. 3. 313 
(1971). This argument, howeveri does not provide a sub- 
stantial justification for a stay of discovery. 

To begin with, SCM ignores the fact that one of 
the two patents asserted by.Xerox here is not involved in 
the Dennison litigation at all, nanely, Xerox' '884 patent.* 
Under no circur.stances cou]d a deternination in the Denni son 
case obviate litigation on that patent in this Court. Hence, 
there is no concelvable reason why the pendency of that suit 
should stay disccvery or trial of Xcrox' infringenent claim 
here with respect to its '834 patent. 

. Insofar as Xerox'.other patent (’006) is.con- 

cerned, SCM's argument proceeds on the totally unwarranted 
assumption that the patent will not be sustained in 
IfenP j ji grc ♦ But Xerox has fuli confidencc that i*t will be 
sustained and that Xerox will continue to be in a position 
(as it is now) to assert its patent against SCM as woli. 

In the ncantire, there is no Justification for prcventing 
Xerox from pursuing dlscovery with respect to its patent 

-lvcd both in Dennison and here is 
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claims herc — lncluding the issue of infrinccnent ty SCM 
(an issue not involvcd in Denni s on) — and rcadying them 
for trial. Ac the Minth Circuit stated in Flltrol Corpora ¬ 
tion v. Kelleher , 467 F. 2d 242, 245 (9th Cir. 1972), cert . 
'.d. c nicd, 409 U.S. 1110 (1973), in affirminc the denial of a 
stay in analogous circumstances :* 


" Blonder-Tonrue does not require that a 
district court with a. justiciablc contro- 
vcrsy before it await the outcome of a 
pending action in another district. 

« * * ' 

"Moreover, the pendency of the Connecticut 
action does not guarantee that the valld- 
ity issue will not ultimately have to be 
tricd in the California action. This is 
because BIonder-?on~ue will anply only if 
the issue Oi va]idity is decidcd against 
Mobil in the Connecticut case. If the 
patents are held valid in that case, neti- 
tioners could retry the issue in the 
California case. Air,o, if the patents 
. are held invalid in the Connecticut c a sej 

Mobil could still attempt to show, in the 
California case, that it ’did not have 
"a fair opportunity procedurally, sub- 
% . stantively and evidentially to piirsue 

[its] claim the first tine" ' in the 
Connecticut cajic. Blo nder— rr> on f ”.!o . supra 
402 U.S. at 333, 91 S7Cc\~rt£. " 

As this Court pointed out just this past Mnrch, 

in Xcrox Corp. v. Litton Industr ies (Civi] No. 15,709) 

(March 30, 1973), it has "an obligation to assist in 

readying Jor trial all isoucs properly within its Juris- 

dlction." The samo rule that applics to Litton should 

apply to S/M. 
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COHCLUSIOH 

Stripped to itś essentials, this motion boils 
down to an atteinpt by SCM to dcprivc Xerox of its right to 
a fuli and fair trial of thc serious Charles aGainst it. 
SCM cecks a separate trial of the issue of violation with- 
out rcference to compctitive inpact, which is impossible 
in light of the conplainfs allegations and impermissible 
as a matter of law. It purports to seek such a trial 
wlthin six months and cavalierly asserts that this can be 
acconplished by denying Xerox the opportunity to discover 
the facts necessary to cut in a defense. Alternatively, 
SCM asks for a May 1°7 J ! hearing on a motion for a "pre- 
lininary" injunction which, if granted, would involve not 
the usual naintenance of the status ouo pendente lit e, but 
the award of drastic affirmative relief of the type that 
couid only be awarded, if ever, after a fuli trial on the 
merits. Moreovcr, it is manifest that any tria] of the 
issues sought to be litirsted by SCM within a six-month 
period, whctlier on a r'.otion for a prelininary injunction 
ox* otherwiso, would effectively deprive Xerox of its right 
to adeąuate discovery and a fair opportunity to defend 
itsclf. 

A]] of this relief is sought within the rubric 
of a rule designed to foster co»venicnce, cxpedition and 
oconomy wllhout any der.ionstration of how such an extrn- 
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ord1nary proceduro -- which would płaco SCM (the last of 
all lho pnrtics to suo Xcrox) ahend of the P.T.C ,, Litton 
nnd cvery other litignnt — would In any wny furtlicr such 
gonls. In r.hort, SCM'» motion Ir. legałly unsound, 

practically unworkablc and would inakc a travosty of Justicc. 
Accordingly, for all of thc rcasons set forth above, Xcrox 
rcspcctfully cubinits that: 

(1) The issue of antitruśt vlolation should 
not be separated for trial from the issue of impact (fact 
of danage); 

(2) The issue of the ąuantum of damage should 
not be separated from the lssue of liabillty ( l.e . , 
vlolation plus impact); 

(3) rroceedings on all the antitruśt issues 
involved In this case should go forward without any stay; 

(*l) The patent issues should be tried sepa- 
rately from the antitruśt issues but not be stayed; and 

(5) The Court should establish a Schedule for 
thc briefing of the legał quertion of whether the pre- 
liminary relief sought by SCM can 3n any evcnt be granted, 
and that pending oetorni nation of that qucstion, no dato 
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be set for a hearing on SC’’ 1 s motion for a prcliminary 
injunction. 


Dated : Decenber *1 , 1973 


Respoctfully submitted. 
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THF COURT: There are a lot of matters that apparently 
a lot of attomeya want to present. Aa far ao the SCM-Xerox 
mattera, la there sona appropriate order to take these ln? 

MR. KAYEi I havo discusaed it with Hr. Robinson 
that wa would start flrat wlth the Rule 42B and ancillary 
relief motion, which also comprehenda the motion for prelininary 
injunction, aetting down a hearing datę. And we would then 
after that motion has been heard suggest that tho motion of Rule 
37 motion bo argued, that ls, on the tima for Xerox to complete 
ita production of documents. Mr. Gotkin, a colleague, will 
bo handling that. 

And the third motion that we have on is wlth 
respect to confidontiality, and my collcaguo, Mr. Rauchbeęg, 
will bo handling that. 

One other preliminary, as your Honor knows, 
from the papors that wero submitted, SCM aubmitted ita 
papera on tho Rule 42 motion under ?eal by reason of the 
tentative confidentiality agreenent under which the documents 
up to now that hnve boen produced by Xorox, which they have 
marked as nontechnical confidontial-technical confidontial 
would not be disclosod by SCM*a outaido counsol staff to 
anyono, including not disclosing to any lawycrs at SCM. 








I 
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Ke also intend to hand up during the course of 
the argument a few additional papors. Now, in that regard, and 
I havo discussed this with Xerox counael before, there ara 
protent in tha courtroom the SCM goncral counael and members 
of his statf. Cnder the proposed confidontiality order by 
Xerox, whilo we dioagroe with it, and that'8 for the later 
argument, if it wora entered by this Court, then, with respect 
to all the documents that we have here, wo, as outside 
counael to SCM, would bo ontitled to dieclcse it to insido SCM 
counscl oo long aa inside SCM counsel knew and undsrstocd and 
agreod that it would bo uaed only in tcrms of proparation for 
this cano and they, ef course, are willing to abide by 
that, thcroforc, and I think Xerox counsol hao agreed to 
this, SCM gonoral counael and membera of hio ataff may remain 
in tho courtroom for tha hearing. There aro Xorox poople herc, 
and beyond that, I do notę there is at least ona other gentleman 
from another company who is here, another lawyer. 

As to that, under our agreemant, we have no right 
to waive anything, nor to requeat anything. It's entirely up 
to Xerox whether for the purposes of this argument, sińce 
I'm going to got xnto those matorinls, whother other poople 
have to ba asked to loavc tho courtroom. 5o I lcave that to 
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MR» SODELi We are willing to go along with having 
SCH insido counsel present, because under our proposal, thoy 
would be allowed access to tho documents whlch I underotand Mr. 
Kaye is talking about. He has assured me they will abide by the 
terms of oui proposal unless and until the Court rules otherwise. 
Uowever, with rospect to other people that may be in the 
courtroom, and I see Herb Schwartz, who I know from the IBM case, 
is counsel for IBM, and I don't know who elne may be here, they 
would not have access under our proposed order and, indeed, 
even under SCM'o order, and to the extent thooe documents are 
discussed, we would have to aek they not be present. 

TUE COURT: Is the naturę of the legał argument, 
which apparently will eona up, on discovery iosues touching 
thece documents, is that right? 

MR» KAYEi Ho, your Honor, it correa up on tho iosue 
o f sovoranco. 

* 

THE COURT: Will the content of tho document be part 
of tho argument? I am surę you will want to suhnit it and want 
me to look at it, and want to alert me to what parta you feel 
are pertinont, but will tho orał argument identlfy tho anpects 
that reguire aocrocy? 
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1 


MR. KAYEt The answer la: ycs. As I do point to 
matters, I think that frankly that in pointing to it, 

I necessarily an going to have to make disclosures, let me — 

%<• ar* going todiscuss in ( Z think — in response to your 
question at the laat pretrial conference, what is the 
irreparable injury to SCM, that is, in the futurę. That was raised 
on the queation of preliminary injunctive relief and relates also 
to the question of relief for severance. I'm going to be 
getting into the 1972 long-range plan. I hopo briefly, but 
nevertheless in doing it, I'ra going to have to get to it. 

Now, ray own feeling, and this, I guesa this is 

i 

I 

premature, my own feeling as to all the other docunents, not one 
of them, is something that is confidential in the sense 
of trade secrets. They may have embarrassing Information 

I 

to Xerox, but with respect to the 1972 long-range plan, I think 
that — I would be prepared to perhaps — so that Kr. Schwartz, 

ł 

I 

and I know they called and said they were coming up, and I explained 

| 

what the problem was, perhaps if I can try to confine myself, 
may ba we could ask Mr. Schwartz to leavo for five minutęs or 

I 

■o. I will try to bo as careful as I can. 1 hope my enthuoiasra 
doesn't carry me away and mistakenly disclose something that I j 
shouldn't. 
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They aro all -- let me make this one point —- 
overy documont we have ie a documant that Xorox furnished to 
FTC # and which Xerox tumed overto us. I don*t know the 
extent to which in tho IDM case on the misu 3 e that Xerox han 
tumed ovor the same documonts. If they had, then, there 
wouldn't be any need for it. 

THE COURT: That were flled in the FTC proceeding 
or 8iinply madę available to the Comraission? 

MR. SOBEL: Under a confidentiality rule. 

MR. KAYEs Only if the same docuner.ts heve been 
turned over by Xerox to IBM, in which caso Mr. Schv;artr 
hao already scen these papers. 

MR. SOBELi I be!ievo there are some horę, perhaps 
all that he has not seen and have not been produced in the 


IBM case. 


TUECOUHT: I think your suggestion of trying to 


separata your argument ought to ba pursued. I can undorotand 
why the broad iscuos raised would be of interest to counscl in 
other cases. V7hy don't you proceod with an effort not to 
discloso the content of tho document that would bo eniitlcd to 
secreey under the Xerox rcąueot. If there is some part of the 
argument that you want to further dovelop, thon perhaps Inter in 


\ 


1 
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the morning we can just very briefly have a closed hearing 

where you specifically alert me to those documents and the 

signlflcance of thelr content. 

MR. KAYEs Your Honor,may I hand up that document now? 

That is — we refer toit ln our brlef. We refer to the 

long-range plan, and we refer to a comprehensive review of it. 

That'a the docunent. I wondor at the approprlate juncture when I 

Z opcn this up, and I hope I can go through it in five minutcs, 

at that tir.e we will ask Mr. Schwartz to loave. 

% 

THE COtJHTi Before you filed a document that appears 
like this in this brown folder. It's headed — the portinent 

• i 

! 

part, Exhibits 3, 4, 5, 8, 9 and 10, are claimed by Xerox 
to be confldentiai? 

MR. KAYEi Yes. 

THE COURTt So it's the contents of this document 
that you want under seal, is that right? 

MR. KAYEi That's under scal, and also the document 
that Z just handed you. 

THE COCRTt Is there anything elsa that you handed up 

i 

ln connoction or filed in connectlon with these motlona to be 
sealed? 

MR. KAYEi Your Honor, these other two foldera. This, 

. I 

I 


* 


-* 


**> 
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your Honor, 1. threo additional exhibits to the one ln your 
hand, the long one* 

Your Itonor, thls is another document rolating to 
capabilities, and if. a film, only a ,. ln of doeunent , ( but .j 

ln responso to a new point that la Information that I want to 1 

refer to ln my argument in reaponoo to a naw point that Xero* ' 

hau raisod in their answering papera. 

Actually, your pointing to this raices the 
qu«,tion. - ln my own mlnd, I thought all of theae other documonta 
really wara not confidential, but .Ince Xerox clalms they aro, ! 
there 1. going to be a good deal morę in the argument that'a going 
to get to what matters that Xerox claim, ara confidential than 
aimply the long-range plan. There la going to be a lot. I i 

Will atill try, your Honor, 1 will try, but nay I aay thla: 

pleaee, lf i do tread into areaa that you conaider confidential, ' ' 
pleaoe interrupt mc. I auppoae thaf. ordinarlly - i don-t j 

ordlnarily llke to be lnterrupted, but I would appreclate if 
I do tread, pleaao stand and stop me. 

MR. SOBCL: I will oblige. 

MR. KAYCj Your Honor, our original approach in 
the original complalnt, a. your Honor will recall, waa that ' 

becauae of what we conalderad to bo the enormoua public and 


I 


E 260 

Proaeedinge of December 7 t 1973 


10 


privato ircportonce of what'3 going to hnppen in the futurę, 
thut ln that origlnal complaint we nuggectcd that tho first 
claim for injunctive relief in all aopects of it be triod 
first, and all of tho other r.atters, that io, thc damaęen, 
important, but only o f privatc inportanco and not of prcssing 
importanco, and the patent nattcr3 all be defcrrcd no that 
the first claira for injunctivc relief, the entire clain bo tried 
firet. And we cxplain tho reacono for that in thnt original 
complaint. 

We did not anticipate that — frankiy, thnt 
Xcrox would make a clain that it would v:ant a trir.l by jury, 
and wc did not anticipate that br.isod on whr.fc has happened in oth 
caces, including the IDM ca cc, where, although IBM doco not 
!j an antitru3t counterclnin, they do make u niruue 

countcrclaim, and as to that countcrclain or an to nny of tho 
mattoro in the IBM cace, patent natters which are oubject to a 
jury trial clain, Xorox hod not nade a jury trial clr.im, no thnt 
it did como to uo an a curprinc that Xerox clair.ed their jury 
trial right, and it's their right. 

In viow of that, an your Honor known from ovir two 
conforencen, ccrtain probicmn developod, and we roflcctod on it, 

|j worked on it, and dovelopod tho appronch which we have pronentod 
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today and which we presented at our last conference, namely: 

let us get to the trial by jury of the conunon isEue between the 

first claim and the second claim, the equitable and the legał 

Claim and defer the questions of damages ar.d relief. That ia: 

damages as to past acts, the r.onetary damages, the damages of 

present and the likelihood of futurę damagc relating to 

irreparable injury and relating to the oquitable relief. 

« 

And this shaping is to try to neet three 
objectives and accomrodate all of those objcctives. One, 

SCM s legitimate intercst and right to the most expeditious 
determinatior of its claims in equity. Xerox has claired right 
of trial by jury, and the most econonic and efficient use of the 
resources of all of the particc and certainly of this Court. 

I should say at the outset that whichever way 
we tum, Xerox says: no. lio to sevcrance, no to staying questions 
of damages: that is, monetary damages, no to questiono of the 
patent and even no to the question of hear<ng on a preliminary 
injunction because they say it's a futility, that there is 
nothing that this Court can do. 


21 j THI - COURT: Hot the patent severance, Ididn't understand 

l 

22 jj them to oppose that. 

2 ^ J: KAYi,: I'n sorry. They have agreed to severance. 

24 What i'm talking ahout is to stay on the patent issues. Wb'c I 

25 would propooe to do today is to deal first with severance. 
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J; I want to step back — that we have got a lot of papers# I want 

*1 

ii to try to step back from them and see them from something at a 

| • 

i 

diatance and to deal wlth Xerox's position as they havo expressed 
it in the brief, whlch they served on us Tuesday, and whlch 
we studied and whlch we thlnk will not reąuire on our part 
any further delivery of papers to thc Court. 

Pirat# I would like to deal with the ąuestlon of 
severance and stay# should the Court sever the queation of 
Yiolation, or perhaps morę correctly# liability# from the 
question of damages and equitable relief and from patent and 
should the Court stay those other issues until we have had 
a detormination? 


14 


Now, without regard — and this fir3t part of 


15 what I would like to piesent — without regard to the question 


16 !! 


17 


18 


of when# whother it be madę May 1# 1974 or when# appreclating# 
however# your Honor*s remark at the pretrial conference# that it 


J doos make a different on severance whethe:: by having the 

19 severance and stay we will be able to gct to some place faster. 

if 

I 

20 i I will come to that when we uiscuss sevcrance. 

2' 'i Next# I would like to dlscuss the qucstion of the 

77 preliminary injunction: that is, I would like to address oureelve 9 , 
as 1 think we have in our brief, to the qucstion you ask, which 
2 4 , was# what is the irreparable injury that thc Court will be dcaling 
2* with if we had a hearing on a preliminary injunction insofar as 
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tho status quo, because Xerox's counsel ralsod that question, and 
we thlnh that in the papers that we originally filed and we filed 
here, we have dealt with that. 

And third, I would like to deal with the question 
of whether this case can be tried by May 1, 1974, because we 
think all the norę so after reading Xerox's papers that it can, 
and I want to go into the reasons for that. 

Before I get to those three points, I think it 
would be worthwhile for ne to make a prolininary point of view. 

In view of certain contentions that Xorox has nade, to very 
guickly look at the other cases in which Xerox is a defendant 
involving the antitrust claim; first, in the Federal Trade 
Conmission complaint involves a nuch broader area of allegations 
than does the complaint by ECM. The FTC complaint doos deal 
with patents, they don't cali it skill and technology as we 
go, but the FTC complaint goes into a complctcly separate area 
which this case does not involve, and that is all of the 
marketing practices of Xerox. Briefly, the FTC complains 
that — alleges that Xerox has carried on a lease-only policy 
refusing to sell or having such high prices for their machines 
they can only be leased, something like the United Shoo typo 
of issue. That issuo is not here in the ECM case. 

The Federal Trade Comnission alleges that Xerox 
has a number of discriminatory pricing plans, in fact, something 
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over 35 plans, MUP and XDP. 

and many dlffcrent types of pricing plans whereby different 
customers pay different prices for the copies. 

Xerox has anawered and has raised very complox 
meeting competition defenses. The Federal Trade Commieaion 
alao goea into the gueation of tying 6ervice with the machines, 
again, a problem that's not hcre. 

They raise queationa of tying, they raise 
questions of thealleged illegality of Xerox multimodule system. 

Now, you have got patent skill and tochnology 
on one side, and you got this marketing on the other. That, 
insofar as we can see it, as far as we know about it, is going 
to involve a great deal of discovery down at the lower levels 
of consumers and users than the kind of discovery that*s 
going to be involved here. In any event, it is an entire area 
of enonnous magnitude which is not involved in this case, 
and like the Federal Trade Commission proceeding, the Litton 
case likewise, has both of those areas whereas the SCM case does 
not. 

Now, in the FTC case, we just received the other 
day a copy of a joint applioation by the staff of the Commission 
and Xerox for a subpoena duces tcc*am addressed to 64 companies, 
one of which, and only one of which, is SCM. 

That application, that Ji on public filc, the 
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subpoona itcelf is not public, it's an application to the 
ndministrative law — it's on consent. According to the 
application, it involves 38 specifications. 

And quite evidently, from the description of 
the relovance of oach apecification, which is very brief, most 
of it deals with this ąuestion of market determination. 

What I'm saying is that ahead in the FTC 
procaeding, just on this one subpoena addreased to 64 companies, 
in many months, if not many years, of diacovery. The FTC Staff 
counsel has agroed to it, and it is not for SCM or anyone else 
to say how the FTC should handle its case. 

Needleaa to say, we feel that our case, is we 
have presonted it, the complaint relating to skill and 
tochnology, is the primo factor here, the star-ting factor of 
the allegations out not to be handled that way and, frankly, 
if ifs handled that way, it will be left to ultimate 
adjudication in the indeterminate futurę. 

the Litton case, likewise, apart froro 
tho fact that the complair.t alleges in the Litton case cover 
aH o£ these marketing practices, and it's a very complicated 
in a lot of different things, they also have come, as far aa we 
can see, to thcir approach to the case much difforently than SCM. 

For oxample, we have agrced with respect to 
document and intorrogatorico of July 31 that Xerox will 


our 
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insofar as vico president's filcs are concerned, only search those 
in three places; Ctamford, Webster and Rochester, and that — 
all the othor Xerox vice presidents across the country, we 
are not asking that any of those files be searched. We are 
not asking for any branch offices, we do not make the claim 
insofar as the way we vicw the case, tnaybe we are wrong and 
tnaybe ultimately we will be sorry we did it, but we don't view 
the case as be.ing one where we are going to find the documents 
that we are interested in or the interrogatory an3wers down 
at the lowest level of the company. Rather, we think we are 
going to find them to the extcnt that we want any additional ones 
at the highest levels of the company, and, therefore, the 
whole question of documents is entirely different. 

We are trying, maybe we will fail, we are trying 
to follow the admonition of Judge Sozanski in the Grinnell 
case and United Shoo case where ho complaincd bitterly about the 
govermrent using a thour.and documents when ten would be cnough. 

V?e want to use one instead of 100. And that's a difference 
in approach. 

Litton also has noticed, as I undcrstand it — 
as a first round of depositions, 3G depositions, we would 
like to tako nonę. l'm not sayino we are going to take nonę, 

I hope that if we take them, we can count then on one hand, 
and if we can't count them on one hand, we can count then on two. 
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I aay thla because Xerox thoughout thelr opposltion 
to our papers as a thread, SCM is the tardiest of them all, 
and, therefore, why should SCM get any better treatment than 
anybody else? 

I thJnk there is a quick answcr to that, which 
is We are under our law allowed to coro to Court, we are 
allowed to aak for relief, and the Court will decide what 

t 

legitimate stępa can be taken, and regardles a of when we eonie 
ln. The fact that Xerox brought suits against ethers after 
we brought ours does not,in our view, say that Xerox han not got 
a legitinato right to go to Court to press its claims, nor do 
we aay that Xerox hasn't got a legitinate right, it certainly 
has to press its claina on auits that were brought before. 

It la be8ides the point, in the first instance, 
when we brought the suit. But we are not tardy by any ir.eans, 
if we go to the next point. We watch the Federal Trade 
Contnission investigation, it otarted, when Xerox announced the 
lnvectigation started in Deccwber of 1969. It took three 
and o half ycars for the Federal Trado Commiasion to complete 
its inveatigation and announce its proposed complaint in Decenber 
of 1972. SCM was Jismayed when Xerox announced they were not 
going to ovon diacuas with the FTC any posaible conacnt 
negotiationo. We were diomayed, SCM was dlomayed, when in 
January the chief executive officer of Xerox sald to the FTC 
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complaint proceedings, the proceedingj were a nuisnnce. SCM 
was dismayed when Xorox sald not a wit of their business was 
golnę to coap ł a i tilng because of the PTC proceedings, and SCM 
looked at the PTC proceeding and whether we were right or we 
were wrong, adjudged how we felt it was going to be approached 
and mada a judgment that the FTC proceeding could not, assuraing 
all the allegations of the complaint were held to be truo, could 
not possibly result in any adjudication of relief for at least 
ten years, at least, assuming that evorybody in those 
proceedings, the way the Staff was approaching it, were diligent 
and expcditiou9 and not a minutę delay was involved, because you 
considcr the third party discovery, Xerox has now started what 
it calls third party discovery, 64 companies, allegedly 
corapetltors of Xerox have been servod with subpocna. 

It'a in contrast to ono of their papers — here 
I go, I was about to get into somethingthat's confidential. 

I will try to save it. 

Lot me put it this way. They havo served 
subpoenaes, or they are asking for subpoenaes on 64 companies, 
and their own internal papers show a much, much fewor companies 
that they have any interest in from a coirpetitive point of view. 

That's only the beginning because after they get 
• all those thousands of documents from ~ it's going to be 
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milllons, millions, from 64 companies, then they are going to 
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want to tako deponitiona., 

Now, SCM is one, and in tho intemal dosur.onts — 
1 will withdraw that because — l'm trying, Judge. i will 
novo morę quickly — 

T,IE C0URT: I approciato the problem you have. Ian't 
part of the difficulty, not the secrecy difficulty, but the iosua 
you are talking about, you see thia aa what you churacteri.se 
as a oomowhat narrow claim, at loaat narrower than sono 
other — thoir view is that even if they were to acccpt ycur 
characterizntion, narrow, they probnbly won't, but oven if they 
did, they fcel they have the right to defend that clain by 
bringing into court certain facts that show that your claim io 
woli takcn and what their argument -- at lcast on this point, 
hoavily involves is that the narroness or the broadth of 
it eon' t be moasured by way you have to do nicne, it has to 
be neasured by what the/ have to do to neet your clain. 

How, you then sny: well, on this competition 
point, thoir papors show they don«t compete with ao nany poople 
as they would liho to depoce, but is that an end to di S covery, 
are they United by thair papers? 

MR. KAYCi No, your Honor. Thoy aro ontltlcd and wo — 

1 oay nothing. I give Xcrox nothlng whon X sny that Xorox 
io entitled to defend itself through cvory lcgitinate meano 
•nd it i. the Court — if. tho Court that io ęoing to docide 



4 

5 


! 


7 

8 
9 ! 

ii 

10 ' 

! 

u i 
12 
13 

'* ii 

i' 

15 i 1 

I 

I 


16 

17 

18 
19 i! 


20 


21 i 

i! 

4 

22 : i 

ii 

23 i! 

24 !! 


Proceedings of December 7 t 1973 20 

when Xerox and SCM are in here as to the breadth and extent of 

discovery what is essential to Xerox's defcnse and what's thelr 

' 

legimate needs, so that I don't quarrcl with that at all. My only 
point in termB of thc Litton casc and the FTC case is the converse 
of the point that you have just irade, which is, as Xerox has the 
legitimate right to defcnd itself and to establish the breadth 
and extent of the legitiroacy of this Court, so SCM has the 

c 

legimate right to puraue the relief that it seeks by making such 
application to the Court as it hopes will be grantcd in order 
to bring this case on as expeditiously as posslble. 

THE COURT: I don't think they are really challenging 
legitimacy. I don't think they are saying you should not be 
in court, nor do I understand them to be saying that your lateness 
if anything like latches, they are not saying you should be 
penalized for when you ćecided to bring the case. 

Their point on lateness is that, in effect, having 
left the starting gate a little later than theothers, you shouldn't 
cross the finish linę earlier. It's not that you havo done 
anything wrong for which you should bo penalized, it's just that 
they would bo surprised to sec you cross the finish linę earlier. 

MR. KAYŁ: They have allegcd latches, so I think 
you have understated — 

THE COURT: On the eguitable claim. Dut as to this 
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issue, as to whother thc liability issuc can bo put as a 
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mattor and brought on for an oarly trial, I don't 
underatand they are ralaing latches about that. 

MR. KAYEs I agree with your Konor on that. I don*t 
think that solely because there ara otherproceedings golng on 
that that is itsalf a reason why thia Court ahould not allow 
SCM, If it's poasible, to get to trial on a aubatantiva 
issue before a trial there, in other words, to take tha point aa 
far aa it can ba taken, SCM ahould not be reouired to wait 
until tho FTC or Litton triea its case the way thoy want to 
try it, if the way they want to try it ia going to rnean years 
and years. That really ia only my entire point on thia arca. 

On tho question and I come to the guestion of 
8evorance firat, tho Xerox papers aeem to say that under 
Rulo 42 or otherwise, it ia not a separato issue as to whethor 
or not Xerox violated Section 1, Cection 2 of the Sherman 
Act and Section 7 of the Clayton Act. 

I don't think Xerox moans that'a not an issue. 
Certainly in a government case, and certainly on thoir own 
papers, where they say that the firat iaauo at Page 11 of thoir 
briof, they say that the first issue in cvery privato antitrust 
caoo is violation, and the socond issue is causation, and the 
third issue is damages. I don't really think that Xerox moans 
that the issue of whether they hnve violatcd Sections 1 and 
2 of the Sherman Act and Section 7 arcn't separable issues. I an 
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not surę what thcy mean, but I don't think they racan that. 

Our motion for severance says that we ask for 
a separata trial, and the lesuo is whether Xerox has violated 
aach of Sections 1 and 2 of the Sherman Act and SEction 7 
of the Clayton Act. And that is Paragraphs 31 and 29 of the 
anended complaint. Your Honor, if you have a copy of that there 
— we can give you.a copy — Paragraph 31, the Court shąuld declare 
that Xerox acts and practices alleged ir this first claim are 
illegal and against public policy, and that as alleged in Para¬ 
graph 29, they violate each of those sections, and then 
Paragraph 29 States a little morę specifically that based on the 
acts and practices,they have violated thoso acts. That'a what 
we are asking to be tried scparatcly, to be severed. 

And that conprehends everythlng in the complaint 
up to that time, which means the acts and practics and 
the effect, and one of the effects, but only one of the 
effecta, is that SCM was cxcludcd from competing. Xorox likes 
to use the word "ir.pact". The word "causation" can be used 
as they use it at onepoint in their brief, or the word "effects." 
Very frankly, Xerox has spent an enornous amount of time in 
their brief arguing the point as to which v/e don't have a 
disagreement. 

The way that we propose it is that the 
yiolations of Sections 1, 2 and 7 shall be triod separatcly. 
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and that maans that all of their acta and practiccs in tha 
alleged effecta will be trled at thc same timo, and 
that we aeparate from that the auestion of damagea, both 
on the eąuity aide — that'a not the right word, "damagea," 
but the equitable relief. The ąuestion the Court has to 
decide before it granta equitable relief that there ia • 
a likelihood of futurę injury and the monetary damagea, and * 
alao the patents, but I will put the patents aside — 

THE COURT: So I rnay see where theparties are on 
this, aa you have said, they identify three eloments, the 
violation, what they cali the impact, and you cali causation, 
and then third, damagea. Ho w, you don't dispute that thr.rcare 
tliose three, broadly speaking, element a? 

MR. KAYE: We agree with that, and the way they 
exproased it at Page 11. 

THE COURT: Do you alao agree that — is your request 
that what ahould be severed are the first two issues aa a 
group, both issue3, in other words, everything but damages? 

MR. KAYE: Ycs, and — all that it requirea, in order 
to ineet overything that they have said is that either a 
fourth quoation be askcd to the jury or a apeclal interrogatory 
undor the first thrae, which ia not an interrogatory. The 
jury will be asked, and as I see the jury case, three queationa. 
Did Xorox violate Section 1 of the Sherman Act, did Xerox violate 
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Section 2 of the Sherman Act, and did Xerox Violate Section 
7 of the Clayton Act? 

Now, the jury may be asked a special interrogatory 
or a separate ąuestion, was SCM wrongfully — assuming the 
answer to one of or morę of the forogoing queotions was: yes, was 
SCM wrongfully excluded from the skill and technology of 
plain paper officd copy and, therefore, from manufacturing 
plain paper Office coplers and marketing them? 

Now, that ls the sum and suhstance of better than 
half of\their brief. 

Now, what it means is that there will be a 
limited amount or a United nunber of witnesses tha may como back 
for the damages: that is, the monętary danages part of the 
trial. Let me try to make this elear. If your Honor would 
turn to Page 12 of the amended conplaint, there in one paragraph 
with a nunber of subparagraphs, we alleged a nunber of different 
unlawful effects of Xerox's acts and practices, and this all 
forms part of our clair.3 of violation just as it would in a 
government case and only a portion of that relates to SCM. 

Wo intend to prove that not only SCM was unlawfully excluded, but 
so was IBM and so wero a few other companies who,like SCM, 
went to Xerox and askod them for plain paper license, wore 
refusod, and we cited that as a wrongful refusal under the 
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So that insofar aa there is any later in the 
damage part of the case, repetition,if that'a the right word 
or calling back the same witnesses, yes, ju 3 t to the minimum 
extent of SCM,but not with respect to IBM or all of the othert . 

In that regard, I would like to point to what tie 
Supremę Court sald in the Xenith case, which is cited by Xerox, ' 
in terma of how much you have to prove by way of this causatior, 
what Xerox calls impact, and what ia called also, perhaps 
better knovm, fact of damagea. In Footnote 10, the Zenith 
against Hazeltinc, vcry interesting and inportant case, the 
Court says, "Zenith'a burden of proving the fact of damage 
under Section 4 of the Clayton Act is satisfied by its proof 
of," and thia i3 underscored by the Court," sonę damage flowing 
fron the unlawful con3piracy, inauiry beyond this minimum 
point goes only to the anount and not the fact of damage." 

So that in our — as we visualize the 
quo3tion of yiolation, we don't have to neccsaarily prove all 
of what we are going to provo when we get to try to making 
our proof on damagea: that i3, past damages, nor do we have to 
prove everything that we want to prove, when vo come to your 
Honor, if 5CM is 3uccessful, we say we want the kind of relief 
that we aro asking for in the conplaint as to the futurę, but 
we have to 3hotv, as the Supremę Court haa said, is some danage 
and that satiafies the fact of damage,and, thorefore, I think 
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Xerox has blown up cnormously this whole problem, and I should 
point out that there is nothing in our brief that in any way 
should have led Xcrox to the lengths that they have gono on this 
point# because, as a matter of fact, I think it was ~ I can't 
recall the page, I remember the paragraph in the bottcm of the 
page, why severance was a good idea, Page 1-12, we say here, 

"There are severai other factors that, according to the decisional 
law,” et cetora, why severance is a good idea; second is the 
fact that the patent and damagc issues and the cvidence they 
require are significantly difforent frora the issues and most 
of the evidence, most of the evidenco, regarding Xerox’s 
violations of the antitrust laws. 

What we had in mind when we said most of the 
evidonce was is one area where there may be what may be called 
a duplication: that is just on SCM, but the exclusion of 
IBM, the exclusion of Bell and Howell, theexclucion of 
this company, and thcoe other effects that I rofer to in 
Paragraph28, that will all be in tho first trial. 

THE COURT: Let me juat be suro I undcrstand you. 

If there wcre a sevcrance, is it your vicw that in the 
first trial you would litigate everything neećcd to establiah 
your entitlemcnt to a moncy judgment other than the anount 
of the r.oney judgrr.ont? 

MR. KAYEi Yes, your Honor, ho I said beforo, when 
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we come for the money judgnent, we may offcr a lot irore proof, 

but we will aatisfy the reąuirement of showing some damagee under 
the Zenith case. 

Now, one other point on that, and 1 think it 
goes to Xorox say6 it'g legally impossible to take this 
lisue out, it's so intortwined, but I think what Xerox has 
overlooked, a3 onfe example, Gection 5 of the Clayton Act, 
the eo-called prima facio rule where there has been a conviction 
in a govemment case, the plaintiff is entitled to go — that 
is, a private party is entitled to go to court and sue for 
damagcs, and from timo to tinc that has occurred where the 
dcfendant has elected not to defend against the charge of 
violation and makes his entire thruot of his defcnse that the 
violation was not casually connected to what the defendant 
had been convicted of in the government case, and that there 
was no danage. So that the issues are separable and I don't 
think that can be rcally disputed. 

The second rcason why we bolieve that severance 
should be granted under Rule 42 and in the interests of justicc, 
relato to the question and need, v;hat we consider to bc the need, 
for the most expeditioun adjudication of nerits iosue. 

Uov/, what I'w about to say goes not only to this 
part of my argument, but relateo tos evorance, but it also goes 
to the second part of my argument relatl 


ng to preliminary 
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injunetion, and kceping that in mind, what I want to address, 
and thls is the point, your Honor, that I think thatl would 
aa much as I told Mr. Schwartz and Mr« Kerr, his partner, that I 
regret,. I think we ought to ask Mr. Schwartz to leave. I 
would apprcciate your Honor's indulgence on this to do that, 
and X think that Mr. Schwartz, understanding the problem, will -« 
although he would like to be here, would not mind. 

THE COURT: You have lots of people in the courtroom. 

X don't know who somo of the othern are. You hcve identified 
two. 

MR. KAYE; In front of Mr. Schwartz on this side 
of the aisle — I foel like we are at a wedding -- is SCM, 
as far as I understand, everybody herc is Xcrox, other than 
the court personnel. 

% 

THE COURT; Weil, what I'm wondering, can you do 


17 : l this — if this is the stage when it's necessary, can we deal 

18 , with whatever you want to say on this point — I don't want 

19 to have them in and out of the courtroom half a dozen times 

i 

„-i ' 

2° j if we can avoid that. 

21 i MR. KAYE; I think at rro9t, twice, and maybe not egain, 

j 

22 ij but certainly no morę than twice, because I know the two arca3 

23 ij that I have. 

• • • • * 

24 1 THE COURT; Ali right. We will ask the IBM counsel to 

25 . excuse then3olves for a fow morents. 

i 

(Mr. Schwartz left the courtroom.) 
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MR. KAYEi Your Honor haa aeen the Exhibit 1 of 
our memorandum,which la that pzinted booklet that was prepared 
by four corporations, Control Data, Iloneywell — 

THE COURTt I know what you mean. I don*t know if 
I can flnd it at this moment, but the suggestion madę to the 
govornnent in the PTC proceeóing -- 

MR. KAYE: The auggestion that there be a severance 
and alao the point very forcefully, and I think most persuasively 
madę and certainly botter than anything we have begun to 
•xpre88 in our pretrial conferenco, that every day, as every day 
paaaea, if it'a true aa alleged in the United States caoe cgainst 
IBM, and if it's true as alleged in the caae of SCM versua 
Xerox Corporation, that the defendant ia, has and is 
continuing ovory day to violate the antitrust lawa, that each 
day that that violation remaina unchecked, there is an enlarge — 
not only a manintenance of the monopoly or anticonpetitive 
power, becauso we are dealing here not only with Section 2, 

Scction 1 and also Section 7, there is no —- not only the 
maintenance of that power, but the enlargement of it, and if 
it oxists and if it's unlawful then, of course, that very 
deternination mcans that it's injuring competitora and, therefore, 
Control Data urged that the governmcnt aook both bohavioral 
and atructural relief by way of what they cali interim relief: 
that is, before the ultimate adjudication. what Control Data 
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sald there ls of equal importance herc, and it is of 
equal importance here, if your Honor will open tho book which is 
called Exhibit A, Xerox 1972 long-range plan, we said in our 
brief that if there were any doubts that as every day goe3 
on, thatXerox is not only maintaining its power with respect 
to plain paper copiers and copicrs in generał, it's dispellcd 
by the long-range'plan. 

And we said we would bring it along with us. 

Thisis the 1972 Xerox long-range plan, 1100 pages. It ls 
now pcrhaps a year and a half old, it was prepared in July of 1973 
in anticipation of a top.— by very high managcment, for top 
managemcnt — a top management mceting as to Xerox's strategy 
for the futurę, and they make one of these evcry year, and 
I dare to say, your Honor, that -- I will say this, without 
equivocation, this is a remarkable ćocunent, an extraordinary 
document, bccause it accunulates vast amounts of infomation 
about the copying business, plain paper and duplicating and 
all tho kind of businesses, it marshals, it organizes it 
in coherent and very elear ^orms. It brings it in to 
summarics, and then there are moro and morę summaries, and then 
it brings it up to a two-page document, which is under table one 
of your book, strategie issues. It brings it all up to eight 
iasues, chief executive officer and his top pcople are going to 
decide for Xcrox what they aro going to do, and in terma of — 
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whether you cali lt the Harvard Business School or anyone 
else, this has to be a truły renarkable document and undoubtedly 
““ let's put it this way, I dare to say that morę pecple 
in Xorox work on the preparation of the information and putting 
togethor this document annually than work in the entire 
copying field for SCM Corporation. 

In any event, as you can see from under tab 
one — I will get to that in order. The first gueation they 
say is under Arabie 1, they talk about a market divided into 
two parts, under 25,000 copieo a month and over 25,000 copies 
a month. 

Do thesc levels of market penetration reprcccnt 
the most profitable long-term strategy, in other words, herc is 
Xerox who SCH claims is the monopoly decidcd not what market 
share they will have, but what is the market share that they 
ought to have to make the most profit. 

Under tab two, Xerox new product developnent -- 
and now lct'a just look at thio. Xerox for ten years, from 19G0 
to 1970, was the only manufacturcr of plain paper copiers and 
had the skill and technology and all the patents. Under tab 
2L, a number of new products that are approved, planned and being 
worked on in the next decadc, 1972 to 1981 are described. 

If you will turn to tab 2G, your Honor will see 
thooe are all the new products that Xerox plans to bring out 
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ln the noxt decade. 

Now, earliar this week SCM announced that 

it la now in tho plain paper Office copier business, when we 

were here last, as alleged in the complaint, SCM is working to 

develop its own plain paper Office copier, and I don't know 

thet it's in the complaint, but it's certainly common knowledge, 

« 

it'» been in press releases, it was anticipated and it '3 still 
•wticipated that that will not come to the market until 1975. 

Earller this weck SCM entered into an agrecment 
with Van Dyck Research Corporation, which does manufacture, a 
very smali company — does manufacture plain paper Office 
copiers and SCM expccts to be marketing plain paper Office 
copiers by January. The transaction, if the — over a two-yoar 
period, if it ł s fulfilled to its outer limits, will involvc 
sonething like $45 nillion worth of purchases by SCM from 
Van Dyck of plain paper Office copiers, and the marketing 
of those 80 that SCM now is in two po3itions with respect to 
plain paper officer copier, actual compotitor or about to be 
an actual compctitor, and also a potential competitor with 
other design machines in 1975. 

Looking at this chart, 2G, this is the mamouth 
that SCM faces as a potential -- as a new entrant, and if, in 
fact, as it's alleged in the complaint, that this is a 
consegucnco of all of the acts and practice 3 over tho past 
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decade or morę, and thoae practices were unlawful, SCM, as 
an actual competitor and actual potential conpetitor faces a 
hard road and which is going to get harder, and we havo to just 
look at the chart and look at the description of the kinds of 
producto we are talking about. 

For example, one of those product 9 ia callcd -- 
and they all havc codę names, Decoy, Sam Ponk, all rather 


j| wilitary and it's very secrot. It’s no surprise ~ 

10 

THE COURT: They have to cali it something. 

MR. KAYE: They hcve to cali it something, but I do 

12 

want to take one quick side road. There are people who believe 

J3 

that power, ir. large part, dopends on secrocy, and whether we 

14 |i disagree with it or not, it is certainly truć, and we have 

15 aeen many instances of it that power car. bo exercised with the 

16 greater amount of secrecy, and these names remind me of my days 

17 in the army, as they may renind your Honor. 

18 

But I want to talk about sam when we get 

” ji to tho conaenuencca of what SCM elalnn la the worldwido cnrtel 
JO |j and which from the 1072 long-range pleń probnbly denenatratos 
ji it beyond per adventure. 

22 i ■ 

In any evcnt, what's happening i 3 that Xerox 

23 || haa got urder dowclopr.ont o whole hont of producta, ln addltlon 
2J . to its 12 or 13 producta, a broad product linę, againat entrantn 

A 

Who have come in with one or two, and J.t is of cnormous competitive 
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dioadvantage. Thi3 is thc kind of thing that Control Data 
was talking about, it's exactly tho 3ame thing. 

Under Tab 3, cntitled: Xerox Control of 
Technology, if you look at Tab 3A, there Xcrox is saying that 
thoy are going to maintain their tcchnical supreracy in tho 
copying and duplicating part of our business, the heartlands, 
the heartlands run through a lot of their documcnts. The 
heartlands if plain paper copying in these middlc volumo rangeo, 

If we are correct that their tcchnical 
supreroacy was achieved by violntion of Soction 1 and 2 of 
the Shcrman Act and Section 7 of the Clayton Act, then cvery day 
that Xerox remains uncheckcd is a day in which they are cllov;ed 
to continue to violate the antitrust lawa, and in that regard, let 
me stop for just a moment, Xeroy — and I'm going off the 
severance to the proliminary injunction. Xerox says in itu 
brief th.-.t if you can show injury, futuro injury, of cov:.rc» 
a prelininary injunction can be granted. Thin wa3 tho point 
that we mado with rcferenco to the Danielson case in our prctricl 
conference. The Court of Appcals in thc Hocond Circuit in 
May, the failure to issuo on injunction herc, i ferring to that 
labor case, maintains not the status quo, but \ tects v;hnt 
tho Court below hns found it bordered on roasonnble groundr; to 
bolieve is a violntion of the stntutc. 

My point is both as to the sevorance and as to thc 
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prcllminary injunction, that given these klnd of facts, the 
sooner we can get to a detemination, either by trial of the aevere( 
issuc, thatthey d\d or didr.'t violate, the sooner we can get 
to the ouestion of relief. 

Let me just finish on this book. Under 3D — 
and I'm coming back to their control of technology — Xerox 
says, "Since xerographic technology is maturing" — and this 
is 20 years after or morę after it began where they for ten years 
were the only ones that could use it for plain papcr copier — 
"sińce formidable competition has developed, et cetera, 
the focus is shifting away from passive reliance on preeminent 
patent protection." 

That's our complaint, and that they acąuired 
that patent protection illegally. 

To a technical mastery of xerography, ajUthough 
some new important patent protection may result from continued 
research in the field, it is now apparent that the company's 
competitive edge in xcrography may be maintained. 

They got it, nobody disputcs it, but its 
ability to effectively innovate, and develo; produco and 
market products. 

If we go back to 3A, why do they havo that 
technical suprcmacył People. The real ntren , th o£ tho R and D 

division rest3 in the technical capability of our people. 
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Thio professionol Staff represcnting 95 parccnt of tho world 
xorographers comprises a proficient techniccl connunity. 

Let me tum to Xcrox's pcfwer to control pricac. 
Xerox says in its bricf that monnpoly, unlawful nonopoly pov .'2 r, 
is tho power to fix priccs or to excludc competition. 

In Tab 4 and in the 1972 Xero:: plan, pages 1 
and 2, Xerox is not going to drop any prico 3 until 197G. 

Tab 4B, the lack of competition enables thom to kecp the 
priccs up to 197G as they view it now, and v;ith a lack of 
competition, thclack of competition from piain popor copiero. 
Originally, and we go back and v/e tracę it, 1971, 1970 
plan, they werc very fearful of IBM. They thought IBM Was 
going to do them a lot of d«amcge, they thought thoir pricing 
otructure was going to have to m.ove down. The first plair. 
paper copier, IBM. 1972 plan says: we werc wrong, thinl r. i\x<t 
not going to hr.ppen that fast any noro. 

That' s what. nonopoly is a 11 ab out, two thir.gs, 
priccs and excluding competition. 

Lot no turn to Tab 5. Anothcr thing that 
nonopoly is all abouts and that is, hav.ing the control of brir.gir.g 
out producto. Uow, the earlier plann and the carlior 
of Xerox show that Xero>: hns bccn interented in getting new 
products out to market« liowevor, in thoir first goneration 
products, and then in doaling with thoir sccond goneration 
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Products, they have always been worried about not what 
any other company is going to do, but to what extent will the 
second generation copier obsolete one of their own? Again, 
that's a monopolist*s problem. 

Now they have shiftod. In their '72 plan, again 
in the background of their original fear of IBM, they now say 

undćr Tab 5C and 5D, in previouo years —‘ l*m reading 5D_ 

"In P r °vious years our business strategy was to bring new producta 
as quickly as possible and to use these products in areas 
presently served by first generation products considered to be 
competitively obsolete. Our present strategy is to 3 till 
devclop and test new products as quickly as possible, however, 

i • 

the competitive outlook has changed, IBM is not as big and bad 
as we thought they were, and our first generation — so our 
first generation product power appears greater so that the need 
to rapidly replace present products is not a 3 great as 
previously thought." 

Under these other tabs, under 5, they talk 
about delay, delay strategy, "Delay strategy means we have a 
product, it'8 all done, we want to quickly dovelop it, but 
when we are going to introduce it in the market, that is 
a strategie quostion to Xcrox." 

Your Honor, that is only a monopolist can do 
that because competitors have to bring out products as fast as 
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possible to try to outsell hio conpetitors, only the 
monopolist has the powcr to delay. 

The »st tab in this booklet, your Honor, 
relates to every day of this week, next week, next month and 
next year, Xerox is maintaining and enlarging its cartel 
power with Rank Xerox and Fuji Xerox. 

Tab 6A talks about the Sam. What is the Sam? 

SAm is a Iow voluir.e copier up to 2,000 a month, and where 
is the Sam coming frorn? Hot fron Xerox's research, but frcm 
Rank Xerox over in England. What Xerox considers to be its 
dopartment, but what is Rank Xerox? Rank Xerox was a 
company that Xerox owned 49 percent interest in, an English 
company, which they acąuired another one or two percent in 1969, 
the treatcd as if it's 100 percent of Xerox, and it's an 
independent entity. 

How, Xerox treate Rank Xerox and Fuji Xerox, 
and these papers under Tab 5 show it to a faretheewell, they 
treat it as if it's a departmcnt, except the antitru3t laws 
don't allow it to be treated as a department, they are separate 
ontitios. 

Now, what happonc, Rank Xcrox has developed 
a machinę that Rank Xerox will sell abroad, Rank Xerox originally 
got all its technology from Xerox, and now it's done its own 
and it's giving some back, Rank Xerox will sell it in England — 
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nobody else can buy lt from Rank Xerox, icM c«n't buy łt the way 
it atands „ov from Rank koro*. and yet lf. a unlgue product. 
if« going to give Xerox a pl.c. that nobody el 8e has 
and nobody el.e can poa.lbly have for many yeara. 

Xerox will market lt ln the United States, and 

presumably Fuji will market lt ln Japan. A territorlol dlvislon 
of the world. 

Your Honor, I suggest that these documenta alone 
under Tab 6 show that the Tlmken Roller case and all of the 
I. B. Farbon cartel, they pale compared to the cartel, the 
illegal cartel and unlawful activities. 

Come back to the strategie issues on this point, 
and i think I have said enough. Just on this cartel. 

Under Paragraph 4, Xerox manageirent in July 
Of 1972, four, issue, what is the best way to establish 
«nd effectively coordlnato „orldwide P and D efforta 7 what is the 

optimum manufacturing strategy for the broad array of Products 
presented by the plaintiff? 

All of the other tabs under 6E talk about the 
Rank Xorox people ln the United States, Xerox people abroad. 

Your Honor, we think that - first, we hope that 
the Court will get to the job wlth the jury, Xerox wanta the 
Jury, and we are trylng our best to accommodate them, to get 
to the job of adjudlcatinn „hether or not there are yiolatlons, 
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becauce once that's done, the Court can then get to the 
guestion of relief. 

V7e say that the mere adjudication itself will be 
some measure of relief bccause SCM andothers will know that the 
is relief on the way. We aloo say, and I will come to it 
again briefly in preliminary injunction that this demonstrates 
I think thisar>sv/ers the ąuestion your Honor nsked us .in the 
oonference io — if we have a preliminary injunction hearing, 
how are you going to 9hcw that you are irreparably injured? 

Now, as to the third element v;hich we say 
supports severance — 

THE COURT: Should we invite Mr. Schwartz from IDM? 

(Mr. Schwartz roturned to courtroom.) 
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THE COURT: Bofore you leave thi« aspect of severance, 
lot me ask you mechanlcally what you have in mlnd. First, 

as to the jury. Do you have in mind two juries or one jury 
and a long interruption? 

MR. KAYE: We have in mind two juries. One jury on 
the question of violation, ao we have discussed it, and then 
•e I'n> juot about to get łnto that, I g olng to answer that 

question at a latcr point, a jury on tho ęuestion of our 
claim to damages. 

I can go on — I don’t know whether in your mind 
you are addressing yourself to a point that Xerox madę, as 
to whether or not it's constitutionally permissible to 
navo two juries. If that is the point, I will addreoa myoelf 
to lt right now. I see a shadow of doubt croscing your face. 

THE COUnT: They touch on it, and it perhaps needs 
sonę attention. There is also again at the nora practical level 
how that second jury is going to doal with dnmage guestiona 
without significant repotition of what the first jury heard. 

MR. KAYE: First, I come back to Zenith that in 
tho first ąuestion we only havc to show some causation, somo — 
a minimum causation. Seccnd, Dcacon Theators sayg that 
this new approach that we are taking - no question it was a new 
approach — which is where you have legał and equitablo, you are 
going to havo the jury trial, oxce P t undor imperative circumotanccs. 
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It s not, 89 Beacon Theaters say, a 100 percent abaolute consti- 
tutional right. It’s not thąt. In fact, in 1966 in Kitchen 
against Landry, tho Court says that the doctrine of Beacon 
Thaater is an equitable doctrine becauso in Kitchen againat 
Landry it waa an imporative circumstance case where they denied 
a right oQury even though tho claim waa a legał ono 

t 

under the bankruptcy schemo and thoro they characterizod Beacon 
Theaters as being an equitable doctrine. 

Beacon Theaters, they say our approach is posoible 
becauso of the flcxible procodures of tho Federal nules. And 
one of those floxible procodures is Pule 42 severance, another 
flexible proceduro of spocial intorrogatories. 

I don't propose that simply becauso Xerox hao 
clainied the right of trial by jury, that Xerox is going 
to be allowed, or the Court have, 42 ąuestions put to tho jury 
as if the Court — as if the jury was tho Court making findingo 
of fact. 

Somotimcs Xerox sort of loses sight of tho 
fact that this ia a jury they have boen asking for. But within 
those flexiblo proceduroc, certainly those four cuesticno that 
I asked ot the beginning, did t»oy violato oach one of those 
acts, three qucstlona,and tho next quostion is: was SCM 

wrongfully oxcludcd, answers that question. 

« 

Now, yes, to tho question: will thero bo 
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some repetition, I think I tried to answer that before, yes, 
there will be some, but only as to SCI. 

Our case is much broader —- 

THE COURT: In view of tho ropetition, as I 
understood you was your view of repetition, as I understood, wa 
* limitod one, and it arose because you realize that 

t 

in the liability phase, you would have to show some damagc, 

and in the second pha3e, of course, you have to particularize 
it. 

MR. RAYEi Right. 

THE COURT: Thoir point is quite different, as I 
understand it, it's not cerely that overlap, it's that 
for a jury to properly assess the detail of damage, they have 
to appreciate both the pros and the cons of significant 
evidence affectir.g the violation, that you just can't come in 
and start with day one of the evidence and sny: now, we want to 
tell you ahout some probably damage you had. 

MR. KAYE: I want to dispute that, because if in the 
second trial the jury is instructed, that Xorox has violated 
the antitruct laws, and your function horę is to dotermine 
whether — and it’a al30 detenrdned that that violation caused 
injury to SCM, now, it's your function to decide how much that 
injury was — now, we are talking about the legał aide 
becauso the oguitablo uide, your lionor, at that point — at that 
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point, SCM is going tocome in and start talking what wore 
ita damages. It’s not going to have to prove that it was 
excluded. We are going to prove that we — there la no dicpute 
that in 1973, you have seen these other docunents carrying it 
all the way to 1968, the document from the generał counsel of 
Xerox, ta Iks about SCM's annual request for plain paper 
liccnae, we are not going to have to prove that again, 
but SCI! is going to have to prove, starting in 1963 or '64, 
lefs say we had a licenee in 1963 and as the Xerox papers — 
we were able to bring a product to market in two yearo, by 
1966, what would we have donet that is, what would ths 
profita have been had we been able to get into the business 
of plain paper Office copying by January 1, 1966, and what would 
our profits have been from that point until now? 

The first trial will have answered all of the 
questions as to whether we have-- whether there is any 
liability on Xerox's part. Wow, there are two — mayfce there 
aro morę, but let me try two. There are two ways that SCM can 
come in to prove damages. ' We may, as in the Flectrical 
Equipment case, come in with experts and create a model of what 
the world would h*ve looked like if there v/as genuine compctition, 
and our cxperts would have said instcad of Xerox having 
100 percent, it night havehad 42 percent and SCM would hovo had 
eight percent and so forth and no on. We might try to provc 
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it that way. 

We also might try to prove it the way Zenith 
proved it danages in the Zenith against Uazeltine case, in that 
case Zenith was excluded from the Canadian market by virtue 
of patent pools, and it put on i ta damage proof by saying 
inthe United States from this period to this period, we did so 
much with telovision seta, we were able to earn so much 

profits, had we been allowed into Canada, we would have done 
bo much and so much* 

Now, that -- let me put it — if we do it 
oithor way if we do it the second way, certainly, we are 
going to havc to bring in lots of proof from our own filej 
as to what we have done in coated paper Office copiers, 
or if we had not been in coatod paper Office copiers, but aro 
in conplicated electrical r.echanical, other kinds of machinca. 
That'8 what the case is going to be about. V7hat's Xerox 
going to do — 

THE COURT: Supposo you do it the first way? Ia it 
your theory of damages that you just bring your experto in and 
sayi well, wo would hcvc mada an awful lot of noney? Tan't 
thoro going to have to be como relationship as to the extcnt co 
which thcir alleged monopolistic practices impair your 
abili*y to make monoy? It'3 not a yes or no thing, is it? 

It r not that you make no monoy with the monopoly, but lots 
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money without — 

KR. KAYEi Your Honor reaches the point that I'n going 
to get to. We are going to have to show that there is soine 
roalism, and how are we going to show there was some realism? 

We were never in that market. We are going to show it, we 
are going. to try to show it, we may try to show it, I don't want 
to get to the point of precluding oursolves on damages, because 
we may try to show it by 3aying in the 1963 period to '65 
period, we were doing so much in coatcd paper copier3, 
that if instead of being confined, if Xerox, who had all the 
patents and they divided the tochnology in two parts, and they 
admit this, and divided it in coated paper technology and plain 
paper technology, now, assuming that wag unlawful, we have 
bo many companies who were in tnat business, what v.*ould the 
whole market have looked like. That's the danage point,wo 
don't hav* to show all of it. We don't have to show in the 
liability case any part of that because all we have to show is 
that there was a wrongful exclusion, and we don't intend to 
get into that kind of thing. It does relate to damages. 

THE COURT: But in showing how your capacity to 

carn profitc was inpećed, aren't you going to havo to show 

1 

that to the sccond jury, the extont and the impact of the 
monopolistic practicen? 


MR. KAYE: Wot in thie casc for this rcason, wo were 
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never in the business* If this wero a case of we were in the 
business, but they wore — we were marketing for a whilo, or we 
were marketing the product, but we say that instead of having 
a four percent ahare with an eight percent — with a two 
percent profitability ratę, we should have had an eight percent 
share with an eight percent profitability, then perhaps. 

But herc we’re dealiny with a pure exclusion. 

We have never been in this business. 

THE COURT: Ali that neanc is that the first figuro 

is zero. 

MR. KAYEi That's right. 

THE COURT: How does the jury have any sense of what 
the second figurę is, the should have been figuro? 

MR. KAYE: They draw that fron our experts and they 
draw that fron perhaps our experience — 

THE COURT: But your exports, it would scen to mo, 
just don't say: we wero out of the market, thereforc, we 
gct X percent. Your export pre3unably says: the Xerox 
monopolistic practicos were auch that had they been lawful, 
we would havo gotten to X percent, isn't that going to be the 
generał tenor of their te9timony? 

MR. KAYE: Your Honor, I'm not 9 uro I under 3 tand 
the question, becauso as you wero asking it, I was thinking 
that Zcnith, they were in a similar situation. They wero out 
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of Canada, we ara out of the plain paper business. They 
simply, without rogard really to — the issue of violation 
was that the defendant together with the Canadian patent 
pools kept them out. Aftor that was decided<, then it was a purc 
question of not what their practice is, the practice had nothing 
to do with it. Because the practice that was the spark, the 

a 

illogality was the exclusion. Once we have beon excluded, 
now the inąuiry is what would we have done had we not been 
excluded. We are not complaining here that — about marketing 
practices, discrimlnatory pricing plans and all that kind of 
thing. So that we don’t have that kind of second duplication, 
if that 1 8 the right word. That's a redundancy — 

THE COURT: Is the jury in the damage issue to docicle 
the case as if Xerox didn’t exist, is that — 

MR. KAYE: No, not nt all. But it has to decide it on 
the grounds of what would have occurred if SCM had not been 
excludod. 

Now, this kind of thing was dono in a case — 

THE COURT: They could do that if Xerox didn*t exiot. 

I could tell them: assume that Xcrox novor existed and, thereforo, 
ECH was not improperly excluded, cortainly if Xerox didn’t 
exist, SCM would havc had acccss to the market under your 
theory, and yet, it obviously is not that simple. 


MR. KAYE: Your Honor, I'm not at all suggesting the 
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ąucBtion of damages are not simplo. SCM cannot say that it 
would have been in the market before January 1, 1966. As a 
mattor of our private belief, we ccme lnto the market in January 
1# '66, and we come into the market at that timo vherever the 
market was undor our theory, because under the theory we 
ehould hąve had a liconse in '63, take two years to dovelop 
the machinę, we are in the market in '66. 

0fcour3e, at that point there is Xerox. Uow, 
what could we have done, is the qucstion on damages. llavJng 
córce in. 

Now, I'm not going to say there are no problem, 
but I — but whatever problems there are — and Professor 
Handler finds it a little bit amusing, I assume he is going 
to dovote himsolf to this point, but it's true in virtually 
every caso where you have a separation of damages, there Ir t 
differenco here in the guestion of damages in our viow than in a 
patent infringenent case. Ifs a guestion of what in terms of 
damages what would havo happenod. 

How, if there are problems, and to the extent 
there are problems, let us not forget that problen arises by 
virtue of the fact that X erox clalrg Ug con3tltutional rlght Qr 

its right under Beacon Theater is moro odeguatoly for a jury 
trial. 


Let us not forget that that claim should not bo 
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one which carries with it irresponsibility: that is, that 
simply because they claira to the jury, that there is this 
problem or that problem and, therefore, SCM gets nothing, 
because that’s not the objective, I don't think, of this Court, 
which is to accommodate all three ąuestions, which isi SCM'a 
genuine and legitiraate interest in a speedy dotermination, and 
Xerox's claimed jury trial right, and also the best use of time 
and economy, 

THE COURT: Lot me turn it around the other way for a 
minutę. Since this is a case where you weren't in the market 
to begin with, how complicatcd ic your proof going to be? Kow 
much are we really saving? 

MR. KAYEj May I answer that? If we put on what I 
cali the first model, our proof is relatively — it's really 
expert — if we put on our proof from the second model: that 
io, if we go to our historical experience in thecoated 
paper business, it's going to be substantial. 

Now, either way we do it, Xerox is going to 

say — and I have been, as a lawyer in this position, that 

Xerox is in, in defending against a damage claim where there 

was a violation, they aro going to say: we are entitlod to 

discoyer every singlo bit of what you havo done in the coatcd 

paper business, and they are right. 50! started out in the 
« 

coate$ paper business in what was called Vivacopy in 1959, it 
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: “ * fałlure - They went lnto what was callcd the Model 33 

ln 1901 and they have been ln — they went to the 30, the 44, 

S5. Ul, 211, 311 and 411, all coated paper. 13, 14 years of 
experienco. xerox la entltled, and I say it now, to all klnds 
of discovery ln order to show, to try to prepare a defonoe to ahow 
that even lf we had gotten a license and even lf we had gotten 
lnto the bualneaa, that by yirtue of our other experlences, 
thla la what they nay want to clalm, try to develop, that we 
wouldn't havo madę money, that lf we would have madę money, we 
eayln the complalnt and allene we would have mado $145 million 
flrot of all, Xcrox would aay: you would not have been able 
to do lt, I doubt that they will be able to prove that, but 
1 don't underatand that damages always lnvolve not a pure guoatlon 
of yea or no, but maybo Xerox will try to develop a caao, 

asaumlng ylolatlon, we wore only damaged $5 million rather than 
$145 million. 

Now, Xerox'a coungel. Kr. Robinson, stood up 
or said, speaking only to damages in the Litton case, that 
the discovory will ba exhaustive. 

Your honor, that otatement i 3 correct. My own 
personel experlenco, 1 was ln a case whore we only - „hlch 
lnvolved a situatlon where the Pećeral Trade Conmlsslon 
had found a vlolation and where a prlyate party brought a suit 
and where we madę no effort to dlsputo the wlolatlon, lt was a 




1 


I 


E 302 

Proaeedings of December 7 t 1973 


52 


!• 


3 

4 

5 

6 

7 

8 
9 ! 

10 
11 
12 

13 

14 ! 


15 : : 

16 

17 

18 

19 

20 

l’ 

li 

I 

I 

22 ' 

I 

23 j 

24 i 

I 

25 


ii 


Robin3on-Patman sltuation, it involved 67 storoa in a chain and 
the parties were diligent in their discovery, and it took four 
years to complete the discovery on damages, that the defendant 
was entitled to. 

Now, there is on Xerox's own statement 
where we are going to save an enormous amount of timo, on a point 
that has no rcal public urgency. 

Your Honor, also on patents, I don't know whothcr 

\ 

you want to leave damagos, but it just cannot be disputod that a 
great deal of tiire is going to bo savod by not getting into 
damages. 

Your Honor, I would be preparod to3ay that if 
we have to try — if our 3overance is not accomplished, as 
Xerox doean't want. it to bo, if wo aro not allowod, as 
Xorox doe3n't want us to be, to have a preliminary injunction, 
if we aro unable to utilizo other devices such as summary judgmcnt 
which would be oxtraordinary, and we have to proceed in this 
case to try in discovery fir3t, both on violations, aa I 
have discussed it, and on damages, put aside for the moment 
patents, then as the FTC we can look, aaauming that tho parties 
are as diligent and cxpeditious 03 possible, we cannot look 
to any ultimata relief herc of any kind for ten years, in 
which case I say,to your Honor, I think that assuming that wo 
are correct in the allogations if wo aro here, we will have won 
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fl pyrrhic victory ten yecre fron now, long-rar.ge plan. 

I would like to tum to the ceverancc on stay 
of patents. The stay of patents. 

First, we elloged in Claim 3T00C, and the nirror 
of that is alleged by Xero>: in thoir first and aocond countcr~ 
claims, the Middloton—Roynolćs 0 0C. Then Xcrox hao co:"o up 
with one roro patent, the co-called Mayer 00', patent, firrrt, 
by stnyir.g the patent — without reyard to Blondor Tony, by 
staying the patent issues, wo aro avoiding the po^nibility 
that we nay evcrhavo to try it bocauce i£ SCM ir; right on 
^•* :s first claim, then all Xcrcx patents are unenforciblo, 
thore ie nothing left to the patent guention, that, to my rnind, 

I think ought to be decpoDltivc. 

Sccond, ayainst without — thia is both the 
Middlctorn-Rcynoldn and 00C, there ic no pressing public urgenny 
or private urgency, for that r.nttor, with ruspert to either of 
tliooc. On the 000, Xerox clair.is that v/e havc reochod a 
contrcct and have been infrinyed cince 19E0 or 19€1, three 
ycorn. Thoy ndnit that they huvo not brcuyht i-.ny lawouitn 
end mado no effort, it v/as jviat a bringiny of thia lnwsuit that 
prompted that. This other patent was insued 17 nonths ago, 
your Honor was in the conferenco whon we anked vhnt tho 
counterclains were, and Xcrox couneol r.aid: they nre looking at 


°ur ocjuipmcnt to flnd out what'e infringed. 
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Thore is no pressing urgency on any — eithcr the 
006 patent or this additional Mayer patent. Incidentally, 
it was incredible. The application was filed in 1953, the 
patent was issued 19 years later in June, 1972, and then 17 months 
later, and only after we brought the lawsuit, i9 a claim mado 
on this.. It involves the dispersal of liguid toner in a machinę. 

Perhaps of the two, the morę important patent, 
the Middletown-Reynold3 patent, your Honor knows that Judge Weinfcl-. 
has that ca 3 e on his ready calendar inthe Southern District, 
your Ilonor also knows that patent is being litigated in the 
Litton case, and I gather that the— that's the patent 
side of the Litton case is going to be here this afternoon. 

We hnve argued that under Dlonder Tong — 

besides all of these othcr reasons, even if we didn't 

have Llonder Tong, if there were no Dlonder Tong rule, we say 

that there is no point in going forward on the patent issues 

because, number one, it may turn out that if we are right on 

the claim one, thcy are unenforcible and, therefore, it would 

be a waste of tine for everybody and the Court and, two, 

Xerox has never indicated any interc3t, and, throo, xt's 

these parties are just a reflex reaction. So that ort thooe 

grounds alone, we say patent3 ought to be out of the case 

until we have disposed of the important part of the case. 

* 

, Now,.sololy as to the Middlctown-P.eynolds 006, 
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therc aro — you have hcarćl ro beforo on thc nicallocoticn of 
re90urce3, and it euro would bo, sińce Judge roJ.nf«3d nty n-fce 
a deterjnination, Xcro>: n.ay vin, in which casc there is thc 
Litton caso, on thc other hand, Xcro>: r.ay lose, and if x.cro:: 
loscs, look at all of tho lawycrs* tiir.c and osiporienco ar.d 
Court's tiir.c that han becn uncd up. 

Foinchow or other, thero in an ineonnintcncy in 
Xcrox’s pocition, they say: lot'g keop cjoing on petenta and 
lct's kcop cjoing on all of thesc other things, but norcohow, 
not enough time to work on thc first insuer,. 

Xerox citc3 a casc — and we approciatc they 
citcd it bccause v;e wcrc unav;aro of it -- called Fil troi Corpora 
tion vcrsus Kcllchor, which wag ćocidod by thc Minth Circu.lt 
Court of Appealo on Ccptcmber 21, 1972. In that canc, and it 
ie of intcrcct for two very in.portant roanona, Xcro:: enyrj they 
citc Filtrol as boing a caso which nupports thoir position 
that fceccuse of tho pondencies of thc two it shouldn*t be stayed 
and they put sonę quotcs in and they lcavo out a lot. 

It was a Connecticut action involving a 

patent, and there in a Californin action, which wes tho one thor 

In the Connecticut action — there was a v?lidity issuc in 

thc California action, there is a validity issuc and 

infringenent issue, but thc Dintrict Court did precisoly what 
% 

wo aokcd, which is, ho sovcrcd infringement — first, ho rcvcrcd 
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infringement from validity, and because of tho pendency of the 
California case — tho Connecticut case, excuoe ma — he atayed 
anything on validity bccauae if the Connecticut validity 
detorminntion was against the patent under Blonder Tong, it 
would be eatoppel. That's our point, and we rest on this 
authority* as being an authority we didn't know that it existed. 

What happonod was that ho saidi I'ra not going -- 
X'm going to sevor validity from infringement, Connecticut is 
not going to decide whether this fellow'3 machino infringed, 
therefore, we will go ahead on the infringement icsue. And it 
was from that determination that the appellant took his 
mandamus. 

Ile went up on mandamus and 3 aid that tho Court 
errod, firot, in Bevering validity from infringement and 
not waiting for the Connecticut action beforo ho went ahead 
with infringement. 

The Court of Appeals saids we have a record, 
therc are a lot of circumstnnccs, there hao bcen delay of 
8 even years, let's go ahead, yes, the infringement part 
should go ahead and thero was no issuo as to the stay of the 
validity. So that this case entirely supporto our position 
on the blondor Tonę. It aloo turns out it supports our 
pgsition on the ąuestion of sovcrance. There whero tho 
appellant oays — the Court said that it agreod with tho Fifth 
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Circuit in another case, thatin order to have sevorance, it's 
not neccssary that thc 9evered issue be cUspositivc of the entire 
casOf but it certainly io a strong factor if the defendant 
prevails that it will be dispositive of the whole case. 

In other words, thcy said that in this Filtrol 
case, if it ic demonstrated that there is no infringencnt, 
then we will never — never have to get to validity. Applied 
here, and thisis 3omething Xerox never addrecse 3 themnclyes 
to in their brief, suppose — they never adnittcd of the 
possibilities. Suppose Xerox wins on the severed issue. If 
Xerox wins, then SCM is left to the appeal, it has bccn 
dispositive. Only if SCH wins do we then go on to the 
other thing, but if Xorox winn, look at all of the tinc and 
energy and enomou3 expense, not only on darages, but on patonts, 
that everybody has becn oavod and this is the precise point 
that the Filtrol ca3e makes in agrccing with thc Fifth Circuit. 

There is another matter that relates to severance, 
your Honor, and it also rclatec to the original question as 
to whether or not they hnvo a right to the jury. In Roau agninst 
Lornard in 1970, ono of the progeny of Beacon Thentors, the Court 
in a footnote says that the que3tion of whether a mattor is 
"legał": that is, thereforc ontitled to jury, depend 3 on thrce 
factora, prcmerger cuotorn, which the Suprcne Court 3 ay 3 that 
is hijDtorlcal, \/hichh?.\c thc least ir.portnnce, the practical 
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abilities of the jury to comprehend the icsues. 

Now, that rolates not only to the question of jury, 
but also to the question of confusion. The morę that we can 
narrow the number of natters and issues that have to go 
before a jury, and it's — Xerox must bear this responsibility. 

If they are going to claim the right, they aro golng to 
have to take the responsibility. Carl Decker, Profcasor 
at Cornell — 

T11E COURT: They don't want the patent is3ues to go 
to the same jury. 

MR. KAYE: I'xn sorry, I havc left patents, forglve me. 

I have left patents. I'm not onto the cuestion of severing 
violation from everything else. 

Dut I was about to say that Profcasor Carl 
Becker ln 1936 wrotc an essny callcd Freedom and Responsibility, 
which he talked about the invocation of rights, and, therefore, 
the necessary corollary, if you are going to invoke rights, 
you're going to havc to take the responsibilty for those 
things that flov; from those rights. 

One of the things that flow3 from Xerox's claimed 
right to a jury trial, is that it's going to be morę difficult 
for everybody. We do not derogate the capacities of our fellow 
man or the jurynen to say that thcro is a poosibility of 
confusion unless we present thing3 in a most orderly fashion. 
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!' * ni 1,0 try to nar rov the nunber of ieeue. thoy h»ve to 

3 ! 

ii deal with. 

4 i 

Now, thishas also boen illu3trated in tho 7Elcx 
| ceee, Judge Chrlatianoen, one of the most emminent judgos łn the 
6 I federal judiciary, no one will diapute it, neither IBM or 

anyone elee, hinsclf, where ho had a bench trial, recognited 

g 

after he issued his decinion that ho had probierni with 

*|| ft0t ° nly tho none tary danages, but with the eguitablo relief. 

|| That case itself is an examplc where even with a bench trial 

1 || it would have been porhaps in retrospect sceing problemie that 
12 * 

|! Judge Christiansen, and I understand he lost a nuniber of 

ii 

|i ni9ht0 8leep over this problem becoueo of hla own coneclouaueca. 

4 : i * bout lt ' the Problem of trying to doal with eyerything cli ot 

1 s 

jj once. 

16 j! 

Now, addreso oursolyea to the jury on that gueation. 

ji We think that it will help to avoid confusion. 

18 'i 

Thoro is another point, and it was madę in tho 
i| Piltro1 cane, also, and that in with the-- I believe it was 

r 

/J !| the Fil troi caso — that with this kind of severance you 
• hnve, ao we would have here, we would have win or lone, 
we would have the opportunity of appoal, if 5CM wina, 
unguestionably thore is a right to an intorlocutory appeal, 
in which cace tho proceedings in the 'Diotrict Court can go 

4 

ahead. 
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Xerox — the dog that didn't bark in Xerox's 
papers, which is most understanding, is the ąuestion of all 
tho oavings ot time, energy and resources of the Court and the 

parties, if they win. 

But if whatever problcms there are, SCM 
wina, it will be a smali price to pay for whatever repotition 
thoro might be because of theproblom I talked about in terma 
of tha long-range plan. 

Now, we have ~ let me try to sum it up. One is 
a severable issue, severable issue is the irroparnble injury, the 
need for relief in the near futurę, what we say is rclatively 
smali overlap or duplication. The time savings in not 
having to be in pretrial diocovery with reopect to damsges or 
patents, tha point that if we lose, we havc saved a great 
deal of time, and that if we win, we have achievcd a number of 
objectives, a botter utiliration of all of our tire and 
energy. 


19 i n the laot couple of weeks, your Honor, three 

! 

li 

20 dayc ago Xerox sorvcd on us interrogatories and documant 

?l • demands on the patent iocucs, they couldn't wait until we havo 
23 this hearing. A set of them. That time could be better spant. 

73 '■ Avoid the jury confusion and also the question 

71 0 f appeal cbility. All which we beliovo adds up to one thing, 

I 

76 that all of the reguircmento of Rule 4213 are met with respect to 
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•everance and that it's in tho interest of justico, not only 

for SCM, for tho public and observing Xerox , s clairned jury 

domand. 

If on these severance issues, overything I have 
sald is all wrong, and I admit to that pocsibility -- if 
everything Xerox saya on severance is wrong, then because of tho 
groat public urgency of this mattcr, Locause of tho approach 
being followed in tho Federal Trado Coramicaion in tho Litton 
case, which io parinorily darcagea rather thnn injunction, then 
I say, your Honor, that wc have reachod a ca:e of inporative 
circumstances under Doacon Theatora, and that your Honor 
ought to diroct that tho oąuitable isauca bo tried entirely 
to tho Court, all of tho icauos. 

Now, as to that, Rachel againot Mili is 
inatructive, bocause originally Hsacon Theatcr 3 said that tho 
probiera and why you have to have a jury first ia bccauso of 
collateral estoppel. If you try the equitablo first, then 
you aro going to havo an estoppol against thera in the jury trial. 
Rachel againot Hill in the Fifth Circuit deal with that problem. 

Tho Securitico and Exchange Commission 
brought an injunction procoeding againot the dcfer.dant, found 
a violation of the oecurities law and of the injunction, 
ąubseąuently a thirdparty brought a private action claiming 
that* violation caused him injury, there was no guostion that 
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it was exactly the same violation. The plaintiff sald to the 
defendant and the Court he already tried it, he has had a 
fair opportunity, invoke collateral estoppel. No, said the 
Fifth Circuit, ordinarily we would, if there were two court 
triala, but in order to pre3erve his right of trial by jury, 
we are simply not going to allow the plaintiff to advance 
collateral estoppel, so as applied here, if we have, as 
Professor Handler is going to tell us about all these problems, 
and unloss Xerox tells U3 what — how are we going to get to 
adjudicato sorae of tho merita, if we have all of these 
problems, then we ought to get to a trial of the issucs before 
your Ilonor, and a ruling that when wcget to the damage 
question: that is, our monetary damages, SCM will not as 
a matter of law undcr Rachel against Hill be entitlcd to claim 
collateral estoppel. 

THE COURT: You mean not only at the damage 
issue, but when the damage side of the case, when the 
liability i3sues are put to a jury? 

MR. KAYE: That*s right, the whole case, as far as -■ 
bocauso what we will be — what we would be trying under thi3 
imperativc circumstance, we would be pre3ent and futurę injury 
and what we would try later on would bo the past injury. In 
n*ny event, SCM would not be allowed any collateral C3toppel 
with roapcct to past claims from anything that happcncd in tho 
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first case. 

We don't, of course, urge your Honor to do that, 
but what I'm saying is I am stating that on the basis that 
everything Xerox says about severance is correct, or that 
your Honor agrees with, because, otherwise, we are left nowhoro. 
On the preliminary injunctive relief, I think that I have 
covered a good deal of it, let me just sum it up. Xerox in 
their opposition says: let's brief the ąuestion of whethcr if 
we had a preliminary injunction hearing, thero is anything 
that this Court could grant. 

And this, I think, yourllonor, we havc madę the 
presentation, we addressed oursolves to the quc 3 tion that you 
asked in the conference, if you have your preliminary injunction 
hearing, what are you going to show as your irrepnrable injury? 

I don't think that we need brief, in fact, Xorox hos 
briefed the ąuestion, which we all accept, that if the Court 
finds that thcre are acts which are going to change the 
status quo, that as the chancellor, he is ontitled to 
enter preliminary or permanant injunctive relief. They say 
that with rcspect to Zenith againat Hazoltino and said in the 
Daniclson case, the failurc to issue an injunction here 
maintains not the statuo quot, but protects what the Court 
below has found the board had reasonablc grounds to beliovo 
is A violation of the 9tatute. 
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So the status quo is being changed every day 
by Xerox, thereforo, we can — 

THE COUP.T: Which case did you ju3t refer to? 

MR. KAYE: Danielson ver3us Local 275, May 31, 

1973, the Second Circuit. I have the slip opinion. I don't 
have the — 

THE COl’RT: As to preliminary injunctive relief? 

MR. KAYE: Yes. Page 3901 of the Second Circuit 
slip opinion list. Xcrox — so that there is no ąuestion about 
the legał principle, we don't have to brief that any rr.ore, and 
the question of whether or not we are going — whether there is 
going to be a change in the statua quo, wo thought we addressed 
ourcelves to that in the brief, wo think we did, and we have dono 
it today. 

Therefore, we have our motion here for a hcaring 
on preliminary injunctive — for hearing on a preliminary 
injunction. We think that that ought to be granted: that is, 
a datę set for the preliminary injunction. Asouming that, as 
wo urge your Honor not to do, you deny our severance or you 
deny us a trial of the sevored matters on May 1, what we 
would likc your Honor to do is to set the oevercd matter, and I 
om coraing to that point now, for May 1, and if you later 
determine that tho partic9 are unahlc to reasonably prcpare by 
May'l, then uoe the May 1 dato to henr our preliminary 
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injunction motion. It will not be an essay in futility, as Xerox 
haa sald, for the reasons that I have sald here. How, why — 

I think I explainod it in our last pretrial conferonce, but 
lot me try again, why are we saying: let' B go to a severed 
trial first and only to a preliminary injunction? Because, 
first of &11, we think we can make a May 1 datę or thereabouts, 
subject to your Honor's convenience, but if we can hava a severed 
trial# then we are going to have a real determination, sińce tho 
jury determination that Xerox wants, and thafs finał, ifs not 
a question of likelihood of aucceas or not likelihood of 
success, but it also avoidn two trial 3 . 

If we have if we wero to coma to court on the 

lst of Fcbruary, or the 15th of January on a preliminary 
injunction hearing with our evidonco, and we woulć on a 
preliminary injunction try to keep it as far as possible, we 
have done a lot of paring down and pruning, but if we havo to 
como and have a preliminary injunction hearing, and Xerox is going 

to be entitled to put on its defenso, we are going to have to do 
it twice. 

Maybe we are going to havo to do it twice, but 
our idea is lefs try to got to May 1 beforo the jury on the 
severed issues because if we do it that way, then it will only 
be once rather than twice. In the Vesco case, they severcd out 

I 

two out of the four claims and had 13 out of the 27 defendants. 
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the Sccurities Exchange Commission nada a motion in Octofcer 
or Uovcmber, I can't remenber now whother it'a a year or tv/o years 
ago, and the Court then had a preliminary injunction hearing 
starting about four montho later, origir.ally it was 
scheduled for February 1, and thcn March 15, and then thcy had a 
two-month prelinlnary injunction hearing. 

łlow, we think that on the baGi3 of the necd 
to got to a point, at leaat the likelihood of succeon, that 
we should hnve o preliminary injunction hearing oomotire in 
the spring of this year, but if we can poscibly do it finally 
before the jury, that would bo obviously the degirablo 
altomative. 






■ 
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THE COURTj I think that the issuo that thcy thought 
ohould be briefod wi th ronpect to on injunction was not 
ho much altcrlng the nt-.tv n quo. You ’ rc oui tc right, 
in their pupom, but I think thcy wero r.ore concc.rncd that i 

whether the kind of damego you were tnlking about won 
irroparnble. 


MR. KAYE: Your Donor, wo oubmit on that, that na a 
potentiul compntitor coming in in 1965, with a ncv; dcuign 
and as an actu.il ccr.petitor, that thepaperc that we hcve put 
in, the facts frem their own files, demonstrate that therc 
day-by-dny neta constitutc nn irrcpnrnblo injury to SCM as a 
potentiul and nctual compctitor. 
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THE COURT: Yet, at the same time, you tell me that 
after the severed trial, I can impanel a new jury and 
wlthout producing very much of the same ground, you can show 
thera oxactly what your damages are? 

MR, KAYE: No, that'a where, your Honor — when we were 
talking in the conference, there ls a Sharp demarcatlon between 
the futurę and the past. In showing irreparable injury in 
the futurę, we don't hnve to show — irreparable injury doccn't 
necessarily admit dol*^rs and centa, profits or loss. 

We aro talking in the futura as to what other 
kinds of barriors that we face. We have a product linę now -- 

THE COURT: What way are you injurcd in othor than 
dollars and cents, your Client — 

MR. KAYE: Our ability to try to conpete, our 
ability to competo because of their continued maintenance of 
technology, because of their wićening — 

1HE COURT: Isn't that also ~~ on any day, you 
diatinguish it between a futurę and past, but any day that tho 
damage issue ie dccidcd, which may be a little bit later than you 
thought the hearing was going to be, sonę of what is then going 
to bo past damage is what ytu are now vicwing as futurę damago. 

MR. KAYE: That's right. 


THE COURT: Dut it's going to bo the same dumago, 

« 

isn't it? 11's going to have the same dollnr value. 
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MR. KAYE: I think the whole point is monetary 
daraagec aro always inadequate. 

THE COURT: That'a the issue they think ought to be 
briefed, whether in this kind of a case danages are always, as 
you say, inadequate. 

MR. KAYE: May I address myself to that right now, 
because — in the governnent case where an injunction is granted, 
it* s done on the basis of irreparable injury to competition, under 
Section 26 : that is, USC Codę Section 26 , I don't remember the 
Clayton Act number, a private party is entitled to 
eąuitable relief, likewise, under eąuitable principlea, so 
that if your statement of Xerox's position is correct, that ve 
should just wait for money and thatour attempt and the 
people of SCM try to go out and compete, that's too bad, but I 
think that we have — it's been recognized and recognized 
in the AŁP case — we as privato attorneys — 

THE COURT: That's wh.it I’m wonderlng. I don't think 
they are saying that at the end of the case you nre not 
entitled to equitable relief if you win. You don't have 
to keep coning in every fivo yearc and sue for your damage3 in 
that period, I don't think they are making that claim, but 
they are raioinq a question of whether as a matter of temporary 
Anjunctive relief you can got equitablc relief during that 
interim period for things that will be coir.pcnsible at the tiiro 
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tho trial is rcached, and really, I thought this wao your 
point, the only real answer to that is your role as private 
attornoy generał. 

MR. KAYF: On that, there is no question that Borden 
correctly States we have to — back in 1954, we havo to show 
a violation, injury and so forth. There ha 3 been a growing 
rocognition to the nawali case in the Supremo Court citcd 
tho very page that Xerox cites of the enormous importance of tho 
privato attorneys generał because the recognition that the 
governnent can't do everything and also the recognition that 
the governnent sonetirr.es — 

THE COURT: Where in tho antitrust field ia that noticn 
established in the contcxt of temporary relief? 

MR. KAYE: In the A&P case, where A&P brought a 
prelininary injunction procecding to restrain — this is the 
Second Circuit Court of Appeal3 — to restrain tho Gulf and 
Western, the Court of Appeala says that where thia is a natter 
of major importance, and this involves the guestion of takcover 
of AŁP and we are going to apply the same standards 
to the private party as are applied in a govornr.ent proceeding, 
ao if this were a govemmont proceeding. 

We cited the A&P case in our earlier brief on 
the Rule 0 motion and, your Honor, we will subnit that citation. 
This is I gues9 this is where we are. We are at our capacity 
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•• a private attornoy generał to have this preliminary 
injunction because Xerox's point in their briof is — and I don*t 
have it noted so I can't put my finger on it — is that we 
can't show that becau30 of the kind of relief they say we want, 
we are not keeping this statuo quo, but they adnit that this Court 
has power to grant injunctive relief where the statua ouo is 
being changed, to prevent the change of the statuo quo, they 
admit that. Pago 30, I beliove. 

THE COURT j V/hat I have to do now is grant a littlc 
SQverance with reopect to the argument. I realize you otill 
want to deal with the confidontiality aspect. 

MR. KAYE: I'm not going to deal with confidentiality. 

THE COURT: Your sido is. 

MR. KAYE: I hove not yet dcalt with May 1, '74, 
and I would liko to do that, I appreciate it'o been a while — 

I think that Xerox will agree that this particular argument, 
thic notion is going to have a trcmendoua effcct, if not control 
the entire proceeding3, what parties nay opend thousands, I 
hope not morę than tens of thousands of hours. 

I would liko to deal with that. 

THE COURT: Is that going to get us into the whole 
issue of the extenaiveness of their diacovory — 

*. MR. KAYE: It's only going to deal with two isouos, 

li 

your Honpr, I'm not going to get into — I'm not going to — 
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X'“ not ^oing to get lnto the Rule 37 part of it, whether or 
not the can answer by Decenber 17. 

If your Honor will give ne ten minutes, I will 

conclude. 

THE COURT: I aro wondering if we shouldn't take a short 
reces 3 , hear thero on the basie issues that you havo rai 3 ed of 
severonce at the extent you touched on equitable relief, 
and then talk about the problem of tinetable? Otherwise, we 
really begin to squeeze out their argument of tine. 

MR. KAYEt Professor Handler can use thia side of the 
table. Let roe aay this and then I will sit down. This sonewhat 
relatea to the question of sevorance. Thoy oay there i 3 going 
they don't coroe — they don't make any rosponse at all to our 
argument that their clained discovery on the rarkot definition ic, 
at beat, going to be very limited. Then instead of dealing 
with what they cali, and correctly, the threnhold issue in a 
monopoly situation case, the threshold issue is mino — so, 
thereforo, it seems to us that the thrcshold ouestion as to 
Schedule ought to bo what kind of discovery we are going to 
havo in mind, but, no, Xorox says this ien't the tiroe and place 
to do it, because we are going to wait for all the ovidence to 
coroe in, but that presupposos they are going to hnvo the right to 


24 j go out and get all thio euidonce, and certninly if we are 

going to bo in this court, we are going to make ovory offort to 
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narrow that discovery down — 

. THE COURT: I think all they had in raind, this hearing 
doesn't have pending the discovory motion. 

MR. KAYE: But they do not como to the qucstion 
of what it is they are going to go out — that is, going to 
be this enormous extensive discovory. I am going to come back 
to this, but what they do do, they turn and nay, put aside 
marketing, there is anothing qucstion of exclu3ion impact. 

And on that, I would like to address myself this 
afternoon, and that is the function of the third book that I 
gavo you, which is callcd capabilities, where we include a 
1965 profile by Xerox on SCM, which describe3 probably bcttcr 
than SCM knew it, its own rr.anufacturing capabilities and 
its abilitics to be a ccmpetitor, and then a 1970, what's calicć 
competitive threat estimate, where they tako 18 compnnics and 
they have — we have not put all the 18 companies in, we junt put 
in SCM, but we al3o put in a scoro shoet, they have a scoro 
shcet on cvcrybody, on that point, too, which I think rrofeusor 
Handler probably will tell us, i3 going to take a lot of timo, 
that one we will address ourcclvc3 to, but in any ovent, 
whatevor emount of timc wo are going to take, whethcr it be May 
1, 1974, or a later datę, our point is that the severancewill 
'bring us to trial nuch soonor than if we have to go into 
damages and any patent3, and that in any event, we get to go to 
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the prelininary injunction. 

THE COURT: We do have some time problens today. i 

would like to by 3 o-clock let tha Litton-xorox lacucs cone 
on for a hearing. 

MR. KAYE: May I suggest this? I don't know enough 
abou tit, is it possible that you haveit scheduled for 2:00, 
is it possiblo that — those issues will take an hour or 
an hour and a half, and we could reaurae after that? 

THE COURT: Maybe thepartics can tell me. I originally 
thought it was three,bocause I thought thoce wcre extonsive. 

They involved details and thafs — 

MR. KAYE: I saw there were two motion 3 that sald 
extending time to completo discovery, and then there was the 
third motion was Rule 37. 

THE COURT: It's a deceptivoly easy motion, I 
suspect. It sounds like a dcadline, but in order to lay 
out the problem, they have to particularlize thoir claims, so 
I would like to shoot for n 3 o'clock target oo I want to 
have somo division of tire. So I will take a short roecss 
now, hear the Xerox sido, at least as to whafn been raised, 
and then after lunch deal with what wo can, and, of course, 
you can always file additional memos if you want to on things - 

MR. KAYE: Insofar as we are concorned, if we can 


have the orał argument on three motions, we are not desirous 
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ot subrat.ting anything else, but wo — if we don't complete 
today, would it be possiblo that we be heard on the other 
motion on Monday or Tuesday or sonetime ncxt — Monday afternoon 
or Tuosday, assuming today is devoted only to the Rule 42 motion? 

THE COURT: Weil, number one# that'3 going to be 
difficult, and number two, I*m not going to óecide that until 
the enć of .he day until I see how needed that is. 

Tako a short recesa. 

i 

(Recess taken.) 

MR, RODINSO!!: I am delighted to add here to your 
Honor'o pinpointed oue3tion that the motion that I thought that 
was beforo the Court this morning is not before the Court at 
all. It's perfectly apparent that SCM has ch&nged its motion, 
this is not a motion for a separate trial on the i3sue of violation 
It 1 8 a motion for a separate trial on the issues of violation and 
injury on everything, as your Honor put it, except the amount 
of tho damages. 

I would like to make that crystal elear 30 that 
there is no mistake about it. I think if we go to Paragraph 
57 of the complaint, which is the second claim of damageo, you 
will see that CCM has alleged the specico of injury of which it 
is compluining, and we get to Taragraph 58, we get to the quantum 

' of damages. 

V 

In 57 it say6 that XErox'n continuing unlawful 
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monopolijcation, exclu3ivo control and acta and practicoa of 
restraint of trade in competition with respect to tho skill and 
technology and the nanufacture and marketing of plain paper 
Office copiers caused damage to SCM because they effected 
high barricr3 against competitive entry and because they 
excluded and restrair.ed SCM in American Interstate and 
foreign commerce, A, for manufacturing and marketing plain 
paper copiers; B, from engaging in related business activities 
•uch as the rendering of service and the sale of supplies for 
plain paper Office copiers; and C, from earning profits from 
the conduct of 3uch business activities. 

Those are all injury allcgations. When you get 
to Paragrcph 58, you come to quantum of damnge 3 , to wit; by reason 
thereof aa presently estimated by it, SCM has been darr.agcd in 
tho anount of at least $145 million, et cctera. 

Now, that kind of a separate trinl, your Honor, 
is ąuite different from the separate trinl on tho issue of 
violations as they put it in their moving papers, and T junt 
want to bo perfectly elear that those arethe ground rule 3 , 
thoce are tho amendcd ground ruloa so that I can eliminate half 
of my argument. 

THE COUHTi I think it's very cloar. Khother it 
rooult3 from a change of position or a clarification of what 
was originally intended, I don’t know, and it doenn't really 
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matter, ^,ut I think that Mr. Kaye's position on that was 
absoluteły elear. 

MR. ROF.I1JSOK; Then, I shall proceed on that assumption 
and then dlrect myself to the next question, a much narrower 
question, which ls should there be a separate trlal on the issuo 
of quantum of damages following a trial on the lssucs of 
violation and injury. 

We submit, your Honor, that it would not further 
the objcctlves of Rule 42B to sever the quantum of damages issuo 
in the circumstances of this case. I say this because the facts 
pertaining to tha quantum of damages are so closely connected 
to those relating to inpact on SCM that trying thom separntcly 
would inevitafcly require a substantial repetition of the 
evidenco. 

I think seme of that came out in the colloguy 
that you had with Kr. Kayo. l’e are not saying that you cannot 
ever have a separate trial on the is3ue of damages in an 
antitrust case, I can woli conceivc of a price fixing case wherc 
you could very readily havc a trial of the guestion, did the 
defendants conspire to fix pricea, and having answered that 
question in the affirmative, if you have a group of plair.tiffo, 
for example, who are custcmers of the defendants and who 
purchase tho product at tho fixcd price, you could havo a separata 
trial on the iacue of the extent of the ovcrchnrge, which rcnlly 
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involvca no reptition at all, as far as I can see, of the 
trial of the icsue of whether there was a conspiracy to fi* 
prices, but thafs not this case, we are dealing with a 
Charge of nonopolization, of a variety of acts and practices 
which are said to have constituted the nonopolization, and 
I think that a jury, a second jury, a different sccond jury, not 
havino heard the evidonce of injury, which will inevitably be 
presented at the first trial, xvould be oitting there in total 

mystific&tion if they werc asked to pass in the abstract on the 
element of the quantum of damage 3 . 

I think that what the neasure of danage 
involves io putting a dollor slgn on tho injury allcgedly 
euetaincd by SCM, but ifs not sonethin, thnt can roadily bo 
grasped in the abstract, just tahe this one mattor, you had 
reference fron Mr. Kaye to the rnatter of Tank Xerox, and 
thore is an allegation in this complaint that SCM was excluded 
fron exporting corunoditics to the rest of the world. >; 0 w, 
thafs a ratter that relater. dircctly to tho issuo of violation 
and competitive impact and that could produco a specics of danage 
which the jury would havo to paso upon ultimately, but it would 


2? haV ° t0 be dir °ctcd to a claim of International cartel, it 

?J vouldn,t bo directed to the clair. of worldwide nonopolization 
2*1 • of the skill and technology. 

It would have to — there would have to be the 
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causal connection, and the jury just couldn't understand 
what this evidence was all about and pass upon the oucstion 
of dajnage without also having heard the evidence of injury. 

So in the finał analysis, we think that a separate 
trial on the r.easure of damages would be dupllcated and wasteful. 
The ono way of avoiding the duplication and the waste is the 
one that we suggested in our brief, and that is to have tho 
separate trial# if you are going to have a separate trial, on 
the issue of damages, before the same jury inmediately 
following the first trial on the issue of violation and injury. 

If there is no finding of violation and injury, 
then you don't have to go forward with the second trial, but if 
you do find the first two clenents, then you would procecd, 
but you would proceed pronptly, irncdiatoly, before the very 
same jury which had a total grasp of all of the facts. 

There is really nothing to be savcd herc in any 
conseguential sensc by having a separate trial before a 
separate jury. 

Mr. Kaye's real objcctive is to avoid a lot 
of pretrial discovery, but he is not avoićing very much at all. 
Ho is*avoiding sor.e discovcry with respect to the dollar sign, 
but ho is not avoiding the discovery with respect to violation, 
with respect to exclusion, with respect to specific injury to 
SC M« 
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. So I really think that what we are talking about 

here is something that produces no tangible benefits for 5CM in 
terms of expedition, which łs one of the purposes of Rule 42B, 
and would leave a — if granted, it would leave the aecond jury in 
a hopelecs state of confusion unless you had a very, very 
aubstantlal repetition of the evidence at the second trial. 

X think that what this indicaten, if my 
proposition makes sense to your Honor, is that we do not have any 
etny at all of dłscovery with respect to the antitrust issuea in 
this case, even if we were to have this separata trial on the 
quantum of darrages following hard on the heels of the first trial, 
you obviously have to have all your ducks in a row and you have 
to have had your discovery, so that we would go forwarć on that 
front, on the discovery front with respect to all of the anti¬ 
trust issuea undor the program that I'm suggesting here. 

In the finał analysis, I think what this case 
really calls for is one trial before a single jury of all of 
the antitrust issues. That'o the way most antitrust cases are 
oonducted. j 

i 

I would like to say a few v:ords about the effort of 
Mr. Kaye to distinguish thi3 case from the PTC case and frora 
the Litton case, because I think he tried to create the 
impression that this was a teenoie—weensie lawsuit and 
far narrovcr in its scope than what has been allegod against 
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Xerox by the FTC and by Litton. That won't hołd water, your 
Honor. 

Let's take a look at the SCM complaint. Mr. 

Kaye would have your Honor bełicve that this ease haa nothing 
to do with ir.arketing. Weil, if that is so, I don't understand 
why I keep reading about marketing in this complaint. I would 
like your Honor, if you would, to turn to Paragraph 1A, three 
violations sot forth in Paragraph 1, subparagraph A talks 
about monopolization in violation of Section 2 of the 
Sherman Act, and what is it that we are supposed to 
have monopolized, and attempted to conspire to monopolize, 
the skill and technology and manufacture and marketing 
of plain paper Office copiers. 

When you got to Subparagraph B, which is their 
claim that we violated Section 1 of the Sheman Act, what is it 
that we havo supposed to have unreasonably re 3 trained trade and 
coramerce in, in the skill and technology and manufacture and 
marketing of plain paper Office copiers; and finally, when you 
cone to Subparagraph C, which is ‘their section 7 violation, 
they say Xerox has nade acejuisitions of patented and unpatcnted 
technology, other assets and stock having the probable 
offeedt of substantially lessening competition or tending to 
create a monopoly in the skill and technology and manufacture 
and marketing of plain paper Office copiers. 
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. You then tura to Paragraph 10, which la the 
relevant market allegation, anu Taragraph 10 says, the skill 
and technology of plain papcr Office copying, the manufacture of 
Plain paper Office copiers, and the marketing of theplain paper 
Office copiers are each a separate part of trade or comnerce and 
lino of comnerce under Section 2 of the Shcman Act, and Section 
7 of the Clayton Act, respectivcly, and involve a sub 3 tantial 
amount of trade or corrmerce under Section 1 of the Sherman 
Act, and there just can't be anything clearer in the English 
language, your Honor, they aro charging that the marketing of 
plain paper Office copiers is a diatinct lino of comnerce under 
Section 7 and a distinct part of trade or conmerce under Scction 
2 . 

If you look at Pago 7 of the conplaint, the 
caption that is set forth between Parngraphs 25 and 2G, 
you see in bold type, "Since 1961 Xerox hao unlav/fully excrcisod, 
maintaincd and cnlarged its acguired nonopoly powor and unlawfully 
rostrained conpotition with respect to the skill, teclinology, 
manufacture and marketing of plain paper offico copiers." 

I don't think I hnvo to gild the lily horo, 

w 

your Honor, it's perfcctly plain that this case is a marketing case, 
as woli as a technology case, and if it's not supposed to be a 
marketing case, then thcce allegations havo no place in the 
complaił.*-. 
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How, Mr. Kaye is right in ono recpect. This 
case is not a carfcon copy of the FTC case and it's not a carbon 
copy of the Litton ccpplaint. Eecause this case, unlike the 
other two cases, involves a charge of worldwide monopolization. 

If you lock at ParaGraph 25, 5CM says, "Ey 
1961 or no later than 1963, Xerox had acąuirod and achieved 
worldwidc control and monopoly power ovcr the patented and 
unpatented skill and technology of ploin paper Office copy," and 
then if you look at Paragraph 26 — excuse me. 27E — it's 
sald that, "The acts and practices of Xerox sińce 1961 include, 
among others, perpetuating its exclu3ive control over the 
oervice of nost of the scientific and tcchnical personnel 
possessing skill or experienco in xerography, and building a 
technical conrounity undor its exclusive control, which by 1972 
included about 95 percent of the world's personnel proficicnt 
in xerography," 

We don't have any of that in the Litton case 
and we don't have any of that in the FTC conplnint, and I subnit, 
your Honor, that allegation in itself transforns what would fcc 
a monuT.ontal case in its own right if it \/ere confined 
to the donectic spiiere into sosiethino that absolutely bogglc3 
the mind. 

It's a vcry poculiar vay of going about 
drnfting a narrow complaint. 
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. That bring9 ma to £CM's requcot for a trial 
datę of May 1, 1975 in all certainty — 

MU. KAYZs I'm sorry for interrupting# but I did not — 
I don't know that you wanted to get on to that que3tion. 

T1IE COURT: V7e have a probiera of division of tirae, 

I'ra going to allow Xcrox counsel to use their tlne as thcy see 
fit. 

MR. ROBINSON: I can as3ure your Honor I will take 
one-quarter of the tirae that Mr. Kayo took. 

THE CCJRT: I will hear you with respect to everything 
that'n been presented by these papers. 

MR. ROBINSON: Your Honor# thcre i3 sirnply no way that 
a ca3G of this rragnitude involving a charge of worldwide 
monopol i za t i on can possibly bc rcadyfor trial by May lst of 
next year# and it's utterly naive to suppoce otherwiso. F.ven 
SCM io frank enough to adr.it that if Xerox obtains pretrial 
discovery with respect to definition of the rolevant market, 
just one issue# the threshold isr.ue, there can bc no trial on 
May lst. 

To obviate this minor probiera# SCM boldly 
propoces that wo should forego di3covery on that issue. 

SCM v/ould have your Honor believe that the relevant market 

is what SCM sayc it is# namely: that it is confined to 

#• 

ploin paper office copicrs, and that Xerox should not be heard 
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25 


to say otherwise. 

Xerox does say otherwise. It maintains that 
the market includen not only plain paper copiers and coated 
paper copiers, but other duplicatingeąuipmant, such as 
offset, stencil and apirit eąuipment. 

The plaintiff would liko to argue about whot 
legał principles govem delineation of tl.e relovant market in an 
antitrust casc beforo the facts are preoented. 

WE aro old-fashioned enough to bolieve, 
your Honor, that first you get the facto and then you apply the 
law. I have no intention of arguing the merita of the market 
iosuo at thia time, but I think your Honor would bo intereatod 
in knowing that SCM did not always view the market an myopically 
as it ćoes today. 

In 1970 when it was petitioning the Supreme Court 
of the United States to reverse an adverae determination by the 
Fourth Circuit in the 7Vdvance business Systemo cane, it includcd 
coated paper copiers togcthor with the plain paper variety in 
the relovant market. The quotation fron its petition for 
certiorari set forth in the footnote at Page 40 of Xerox’a 
brief makes very intoresting reading. 

I might also say,your Honor, that for a litigant 

who maintains that thero is no issuo as to the relevant market, 

#• 

it * s very curious that SCM should havo norved U3 with interrogatorit 
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which gd into that matter. Thcir interrogatory number 50 
reads as follows: State for each year beginning 1970 the 
number of Xerox plain paper Office copicrs by model number 
replaced by coated paper Office copiers, other coated paper 
Office copiers, duplicators, other copiers, or other 
duplicators by nodel number," and then their interrogatory 
number 51 gets at it from the other end by asking; "State 
for each year beginning 1970 the number of coated paper offico 
copiers, other coated paper Office copiers, duplicators, 
other copiers and other duplicators, by model numbers replaced 
by Xerox plain paper Office copiers by model number." 

It seems to ne, your Honor, that the issue is 
vory much in this ca3e, it's absolutcly unavoidable and you 
simply canńot try a monopolization caso without addressing 
yourself to it at che very outset as to what the relevant market 
is. 

This matter of market definition is a matter of 

factual proof, not legał argument,and Xorox is entitled to 

fuli discovery on that issue. D.lscovory which will inevitably 

cali for the production of documents from the files of DCM 
1 

and other competitors to determine what is the truć area 
of effective competition. 

In this conncction it should be noted that one 
of the critoria that is rclovant to a determination of the 
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relevant narket is the factor of industry recognition. The 
Suprema Court specifically so held in the Crown Shoe case, and 
there is no bettcr way to clicit proof on thi.9 ąuestion than 
to examine the documents of conpetitors. 

But even if there were no relcvant market issuc 
at all in this case, your Honor, it would still be humanly 
iropossible to try the issue of violation and injury in May, 1974, 
given the breadth of the allegationsof SCM's complaint. 

Khat i8 Xerox charged with? "orldwide 
monopoliration of the skill and technology relating to plain 
papcr Office copiers. Monopolization of the manufacture of such 
copiers, nonopolization of their marketing, illegal acouisition 
of patents and technology, blocking the entry of potcntial 
competitors, participation in an intornational cartel and 
worldwide division of territories, rontraining exports, 
illegal acouisition of stock and assets in addition to the 
purchase of patented and unpatcnted technology. I could go on 
and on. 

To defend against thcce sweeping allegations, 

Xorox will be impelled to cngage in eoually r.weeping discovery. 

• • 

Juet let me cite one example, in vicw of the claim of worldwide 
monopolization of xorographic 3kill and technology, v/e are 
entitlcd to dir,covcr facts concerning the State of the 
rolcvant technology throughout the world, as well as Xerox's 
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technological position in relaticn to that of its 

competitors and potential competitors, including SCM. That alcne 
is a task of huge proportions. 

At the risk of stating the obvious, this is no 
ordinary lawsuit. This is a case brouoht by a competitor seeking 
to disniember and cripple a company v;hich has spent hundreds 
of millions of dollars for research and devoloprent in a field 
of technology which it has pioneereć. The very least that it 
is entitled to is to defend itsclf. 

It ill behooves SCM, having entered the legał 
arena years after it allegedly was deniod a license to practice 
Xerox'a patents for plain papor copying and having filed 
its complaint long after the FTC and Litton, to use a crudo 
expressioń, to try to give us the "bum's rush", your honor. 

I might add that while SCM continually presses 
for expcdition, when it is a question of the trial datę or a 
ma ^ er sccuring voluninous discovery from yerox, the 
plaintiff ha3 no gualr.s whatsoevor about dragging its feet when 
it comes to responding to our documentary requestn. 

On the one hand, we have produced already 
over 75,000 pages of documcnts, plus a number of answers to 
interrogatories. Cn the other hand, SCM thus far has refuscd 
to provido us with a single document fror its own files, despite 
the fact that we sorved our documentary reouests on them alrost 
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thrco mónths ago. Incrcdibly enough# SCM has objected to 
every one of our reąuests, and would not even agree to discuss 
its objection3 until ncxt week. 

Your Honor# pretrlal discovory i3 not a one-way 
Street. Thore is such a thing as fair dealing in litigation# 
and# frankly# we would like to see somc of it. In short, 
even if SCM were to be granted a sepiirate trial herc, its suggested 
datę of May lst# 1974 ia simply out of the guestion. 

I would like to < digress for a moment to express 
my myotification as to the relevanco of Mr. Kayo's references to 
Xerox’s long-range plan on this motion. 

Trankly, he sounded like he was summing up to the 
jury# on the basis of one docunont, no les3. We are a long 
way from that, your Honor. Thic is not a trial here today. 

It's not even a motion for a prolininary injunction# it's a 
motion for soparatc trial. And this i3 not the time nor the place 
to argue the r.erits, or for me to correct Mr. Kaye' s factual 
misstaterents. 

Tt does aeem to me, though, that we could, 
with a little greater discipline, confine ourselvca to the mat.tcr9 
at har.d. 

I come now to SCM '3 altornative reguest that if 
it cannot have a separate trial on May lr.t, its motion for a 
preliminary injunction should bo heard at that time. To puroue 
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that avenue, in my judgment, would be futile for the reasona that 
I adverted to when this matter wag discussed informally in your 
Honorchambers in September. I am suro your Honor will recall 
that I madę the point then that the naturę of the interim 
relief that SCM was seeking in its preliminary injunction 
motion, including mandatory liccnsing of all of Xerox’s 
patents, is not the type of relief that the Courts grant 
pendente lite becausc it eeeks dramatically to alter the status 
quo rather than maintain it, and without any demonstrable 
injury to ŁCM which is not compensable at all. 

At that tine, I suggested that before the parties 
embark on a progran of truncatcd discovery, which will 
inevitably wind up in a blii.d alley, the Court should have 
this matter tricfed. I believo your Honor was reco P tive to 
that suggestion, at least in the event that SCM decided to 
press its notion for a preliminary injunction. 

Accordingly, if your Honor denies the request for 
a scparnte trial, and we think you should, we ask that you 
thereupon and promotly establish dates for briefing and 
argument of the legał issue, of SCM's right to the type of 
preliminary relief set forth in its complaint under the 
circumstances of thic case. 

h, Jt is m Y furthcr suggestion that no datę should 

ba set for any hearln, on the motion for a prelin.ir.ary injunction 
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before 'this funćanental initlal legał ąuestion ls disposed 
of by the Court. 

A few words about the patent phase of the case. 

Aa our brief indicates, we have no objectlon to the severance 
of the patent łssues fron the antitrust issues, they are clearly 
distinct issues and should be tried separately. 

We do, hov/ever, strcnuously object to the stay 

/ 

which SCM is also seeking wlth respect to the patent proceedings. 
We say that we are entltled to prosecute our counterclains 
for infringer.ent of two patents, one of these, the 006, i.3 
involved in the Dennison and Litton casca, and the second, 
the 864, is not. 

As to the latter, nothing decided by the Court in 
Dennison could obviate litigation here, hence there is no 
juatification for staying Xerox's prosecution of its infringerent 
clair. with respect to its 884 patent. 

Insofar as the 006 is concerned, while this patent 
io involved in Dennison, it doe3n't follow that SCM is 
entitled to the stay sirnply because of the Dlonder Tong 
doctrino. 

I don’t thinK I have to labor this point because, 
as your Ilonor ):nows, Xcrox Iłcs been pernitted to pursue its 
infringer.ent clain with rospoct to the 006 patent in the Litton 

* V, 

case, and the 3ar.e rule that applies to Litton should apply to 
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SCH. 


In conclusion, except for granting a separate 
trial with respcct to the patent issues, we respcctfully 
flubir.it that FCM's rotion should fce deniedin all respects. 

Thank you, your Honor. 

MR. KAYE: May I briefly address nyself to three 
quostions — three matters as to the sevcrance, and then I will 
go to the tire. 

First, Mr. Robinson madę an effort to say that thi 
case is like the FTC caae and the Litton case becau 3 e it 
involvcs marketing. 

I think it was madę elear in theoriginal complaint 
— I hope it wasrr.ado elear then and madę elear in this complaint, 
if it was not, let me make it elear so that it shall be 
taken care of for all tine in this case — our complaint and 
the theory of the complaint i3 as follows: Xerox ecguired 
the patented and unpatented 3kill and technology of plain 
paper offi.ee copying, xerogrnphy. It kept it to itself, it 
maintnincd that power, and thoreby, it excluded other 3 fron the 
8kill and technology, and because others, such as FCM, didn't 
have the skill and technology, they couldn : c manufacture the 

Office copicrs, and they couldn't market them. 

/ 

Now, that ic our marketing case. It does not 

% . 

involve any m.arketing practices, that's what the FTC and Litton 
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have, so that we are talking about exclusion and we are talking 
about — 

THE COURT:. Is your complaint franed along that theory? 

MR. KAYEs We thought it was, and we thought the 
original complaint was. The original conplaint used the 
expression — 

THE COURT: Your 1A doesn't limit the marketing 
monopoly clain as being a conseguence of the skill and 
technology clain, it acta them out as separate items. 

MR. KAYE; If it does that, I say now on behalf of SCM 
that it'a the— that the marketing claim is — that is, the 
violation of law with rcspect to marketing is because of the 
oonsequence of Xerox's unlawful acquisition and maintanance 
of the i^itented and unpatented skill and technology of plain 
paper Office copying. 

If you go back to the original conplaint, the 
original conplaint, your Honor, did use the word "therefore" 

i 

in thatfirst paragraph, and I refer to 1’aragraph 1 of the 
original conplaint, "This action concerns Xerox's unlawful 
monopolization, of violation of Section 2, of the skill and 
technology of plain paper Office copying, and, therefore, 
the manufacture and marketing of plain paper office copiors." 

Now, it was never our intention to change— 

V, 

the subseguent allcgations only dcal with the consegucnccs of 
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sklll and technology, that is, for cxa.nple, aa we now know baaed 
on papers which I received yesterday, that in the first four 
years that Xerox was marketing Machines, the Se two Machines, 
that there wcre seven patenta that covered all those Machines, 
all thosc patcnts were acguired fron Battelle Memoriał Institute, 
they were bought and P aid for, and it was underan arrangement 
whereby Xerox had the solo and exclusive right to cverything 
that battelle did, and it had that right for seventecn years. 

V7e say that violates Section 7 of the Clayton 
Act and violates Section 1 of the Sherr.an Act, as well as 
Section 2 of the Sheman Act. 

THE COURT: Even if you either orally or through 
some am.endm.ent structure your marketing clain as a conscguential 
clain flowing frcn what you apparently regard as your prinary 
claim, you are still alleging a marketing violation which 
they have to dofcnd against. 

MR. KAYE: Yes, your Honor. 

THE COURT: That rcquires them to assemble evidenco 
of mattors that go far beyond hov/ much skill and technology 
they havo and how they havo accjuired it and maintained it. 

#i* * 

MR. KAYE: Thafs right. When we got to the 
question of what is the proper marketing — there aro threo 
levols is the skill and technology of plain papcr Office 
copying a relovant suLnarkot a3 contrast^d to tho skill and 
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technoiogy of coatod pnper Office copiers? 

» 

THE COURTj Uo, I don't mean defining the relevant 
market. I underatand there is a dispute on that, but your vicw 
of thie case is that we don't hove to be too much concerned 
with evidence of monopolization in marketing. 

MR. KAYE: My point is that we don't have in this case 
the highly complex matters of v;hcther or not Xerox was engaged in 
discriminatory marketing plans. They havo 34 marketing 
plans, they have madę all kinds of allegations of meeting 
competition. We are not here dealing with the marketing ąueotion 
of whother or not their lease-only policy, ala United Shoe, 
was or was not illcgal. We aro not dealing with claims of 
whether tying arrangcments wore illegał, we are not dealing 
with claims of whether tying service to the lease of nachinec 
was illegal. All of those problems are separatoly legał issue3, 
and I think Mr. Robinson will agroe, they are not here, but they 
are all kinds of problem that themselves by their naturo ofthcir 
problem will genernte enorrous d.iscovcry bocauce they involve 
finding out what happened out in the narketplace. 

I am not at all saying there is nothing to bo done 
herc in marketing, what I'm saying is that it's suUstantially 
narrow. 

The other point — and I do want to rush, I know 
that the tino is — when Mr. Robinson and your Honor had your 
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colloquy and Mr. Robinson stated his present understanding 
our view, which I think ~~ he sald we ara going to try 
everything except damages. That’s partially correct. V.’e are 
going to try evcrything unćer our severed trial except damages, 
which is Gection 4 of the Clayton Act, and present and futurę 


likelihood of injury, which is the eauitablc side of the case. 
Thct is, the two sidcs of relief, legał and equitablo, renain 
to be tried out. Ara I elear on that? 


What we will try, what we cali the is 3 ue of 
violation as we have alleged it in the corr.plaint, which is: did 
they violate the law, including all of the effects, only ono of 
which is the injury dealt to SCM. 

It will be for the Court to decide whether or 
not in the futurę therc i.s a likelihood cf injury and if so, what 
would be the proper renedial relief. 

As tc 'hat we may put in, after we havo had 
our jury trial, if we have one, a good deal norę evidence to 

support the kind — we put on experts to support the kind of 

relief — 


THE COURT: Puttingto ono side those items of evidence 
which would not have to go to o jury in the first place — 

MR. KAYE: That's correct. 

COURT: -- but as to nny bit of cvidencc that 

would have to go to a jury, you aro 3 evoring out only the 


26 
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quantun of damages? 

MR. KAYE: That's right, your Honor. 

Now, Mr. Robinson referred to a price fixing 
case, and you could put that 3eparate — Xerox refer3 to in 
their brief the fact there have becn sovernnces along those 
lines in previous casco, thoy don't deny that. And as ho waa 
talking, I waa wonaering why just as to the one example he uocs, 
price fixing, why there ia any difforence here where we aro 
talking about excluaion. It seens to me that if it's eatablinheć 
in the first case, in answcr to the question that I — the fcurth 
queotion, was ECM wrongfully excluded fron the skill and 
technology of plain paper Office copying and, thercfore, 
from the manufacturo of plain paper officc copiers, from then 
on we are in the same position as the price fixing casc. 

How, when Mr. Robinson caid that if what 
we ought to do, if there is a severance, there should be 
no atay of ąuantum of damage3, because what we should do is hnve 

t 

the triol before that jury on the question of what I cali 
violation, liability, and then if the vordict comos in for SCM, 
then we go right onto damages, and we admit that we havc to go 
through the discovery on quantum of damages, and ho said in the 
Litton caso it would be exhau3tive, so what the rcal effoct 
is, that we are going to dclay getting to that jury for thrce 
or four years. 
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How, that'a a- conscquence of thoir demand for a 

jury trial, and they can*t coinplain. If we had a bonch trial, 

% 

we certainly could havc that division under Rule 42, the Court 
ccrtainly could ótay the damages becauso it'a the evldence 
that cane in to the Court on the origlnal violation lssue 
would be beforc the Court, just as under Rule 65, lf you have 
a prolir.inary injunction hearing, once you put the evidenco in, 
if it's tried before the Court, you can hear it. 

Now, that's not SCM's fault. 

THE COURT: It may be nobody's fault, it nay be a 
conseąuence of — 

Mrt. KAYK: It's a conaeouence of a claimod right 
to a jury trial. I subnit to your lionor that to have a trial 
five years from now or four year3 fron now, when one is 
avail al**, oinply because Xerox nov/ oays it v;ants a jury trial, 
is sonothing that they can't have their way in oll regard3. 

This is a guestion of a consequcnce of their own claima, it'r. not 
a conncąuonce of us coning into court and I think we havo said 
onough h9ro, it'o certainly perfoctly plain that Xerox, which 
has not cor.o in andsaid: lct's do it this way and that way. Ali 
that Xerox wanta to do ia make surę we never get thero. 

Mr. Robinson talks ahout this enormous problem 
of worldwido cnrtcl and he road you the allegation from our 
complnint saying that Xorox has 95 porcont of the world xorography. 
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Your Uonor, we rest on that point on the 1972 plan — 

TliE COURT: Why should this rest on that? That's his 

point. 

MR. KAYE: That 's right, let's look at that. What 
discoyery do they want? Let Xerox come in and say in our 
wildest dreans if we go out and talk to 122 companies around the 
Xerox corae in here and tell the Court what it hopes to 
prove by way of what will lead to admissible evidenco to 
overcomo what they, who know moro about this than anyone else in 
the world, havo already said what their top managenont has sald. 
Thia cones to the ąuestion of discovery. 

Mr. Robinson soys in his brief and ho says to orał 
argument: that I'm not going to discuss vith you the narket 
guestion. I want complete di3covery. Suppose on the basis of 
our papers, we hopc your Uonor has the opportunity to study 
them, not only tho brief, but those 13 cxhibit 3 on — let ne 
ju3t take one. Exhibit 12. Xerox says in it 3 1971 long-rango 
plan -- this is in the snall supplement that I just gave you — 

In the futurę the prinnry conpctition for Xerox will be 
compotitivo plain paper copicrn, just getting finishcd saying — 
^°ticribing the basie inforiority of coatcd paper copicrs to 
plnin paper copicrs. 

łlow, in the light of evcrything they know and — 
•hulge Wozan9ki said tho best people in tho wholc world to 
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know about an industry is thc leading producer, United 
Shoe. »e agree that the people who know morę about copying io 
Xerox, Witness the long-range plan and all of tho Information 
they have. Co that's our effort, Iet'o talk facts, Xcrox, in 
our view, has to core in here and aay to your Honor: we want 
this diccovery because this is whot we want to provo. Under the 
protective order provision of discovery, they are just 
not cntitled to go out and sweep the world for evidence, they 
have to show, that against an objcction, that it has the — 
it may lead to admissible evidence. Admissible evidonce means 
it has to be materiał to an issue, therefore, there has to 
be an issue ćefining process. 

Mr. Sobel said when noving againatour complaint 
that we are trying to do too much in the original complaint. 

Let'6 wait and U3e Rule 16. That'6 what we want to do,.we want 
to have issue determination, becauae — lot me takcmarkct. 

The question of market. We have shown that tho — flrst, you 
start on market on legał principles, that whero relovant oubmarkct 
involve as example, first run filns, championnhip boxing 
matche3, if it's thc cream of tho business, that's a rolovant 
submarket. We say that in this — in these two littlc books, 
that it's established that plain papor Office copiers is the 
cream of tho business and, thcreforo, a relevant submarket. 

•o 9 

In United Ctatcs against Alcoa, there is coppor insulator and 
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thore 18 alur.inum insulatoro, and coppor has 23 percent of the i/hol< 
market and theyconpete against oach other, and copper 
is therc, but the Court sald they are clivisible for purposes of 
the antitruat lawa. 

Now, lot*s assunc that on market, we are not 
100 percent correct, which means we couldn't get a ruling from 
your llonor under Rule 16, that'8 a matter of law ba3ed on our 
evidcnco, that there is no market issue here for discovery. 

Maybe we can get that ruling from you, and naybe we can 

get it from you on tho 13 exhibits we have given you, we think we 

» 

% 

ought to be, but auppose we are 95 peręont correct or 90 percont 
correct, do we have to have diacovery from 64 cor.panieo 
in nillions of documents, that's our point. Our point is 
that thio can be managed, that we don't have to be in thio 
courthouso for 15 years, 5CM can't, but I think that Xerox would 
like to bo. 

THE COURT: It*s an unusual doctrine that becauso 
you are 90 percent likely to win on an ia3ue, thcother aide 
can't make their bet and say: give ua a reaaonable tineto 
develop our case and we will show you that while tho odda are only 
ten to one we were right — 

MR. KAYE: I'm not talking about ninoty to one, what 
X'ra oaying is they have to cone in and say: Judge, against 
what Mr. McCullough said in 1972, which ia identifying plain 
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paper copiers aa a separata identifiable — against our own 
recognition bock in 19C4 when Hr. McCullough says that the 
last person we want to license is IBM as a competitor of ours, 
is our competition, against allof those evidcnces that show 
under establi3hed legał principle3, thnt that is a 
separate subnarket, I say given what all of tho knowlcdge 
and the fact3 thoy know, and thoy know norę than anyfcody elsc, 
they havo got to conc into your honor and say: if we go out 
to SCM and all those othor people, and we are just one of many, 
this is what we hope to find, and if we find it, that will bo 
adroicaible evidcnce, that will bo natorial that we can put 
to the trier of the facts. 

TUL COURT: You don' t think thnt soriously if I tell 
thcn they havc to nake that kind of a dcnonstration to ttg, 
they are going to fail that hurdlc? 

MR. KAYE: No, I want you to nake that and I ask you to 
direct that# and not only on that is 3 ue, and because that'a 
procinely — your honor, I think we will — our views will ba 
testcd against their ancwer, taking that — just theso aix or 
seven exhlbits, and those two booka that I have given on market, 
that's exactly what we want you to do, thnt's exactly how we 
think that this case ought to be shapcd, on this nuestion of 
market, and cn this new i3sue thnt thoy raiso nbout all tho 
discovcry thoy are going to nced on capabilities. 
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2 V?e put In another littlc hool: on that which v;a uhc; 

3 that they cjot fuli knowlodge of cvoryl>ocy' r. capabilities or 

M 

4 |; luc>: thereof, tho FCJi profile and so forth, your Honor, you 

> j. 

3 havc clone you havc naid oxactXy what wc v/ant in this caso, 

!' 

C ' that*o the way it will rcovc along. 

|! 

7 , V.’c think that whcn Xerox in reouircd to conc in 

|| 

E I’, and gav what it is they want to provo through all of these 

!' 

i 

9 docunonts and these interrogatories conparing it againntv;hat 

10 they )iłvo already, ve thinh that your honor in going to oce 

i_ 

11 that if they prove it all, it’a not going to nake any difference, 

12 but if wo. aro wrong, then they will havc their <?.incovery, what 

13 wo cali in the brief di9covery -- 

|* 

14 Ti;n COUT.T: They already told ne, in effoct, what they 

15 want to prove, they want to prove an to narket in not plain 

16 pnper copJ.crs, but it'n nany other reprcducing nroccssaa. 

17 mr. iCAYI-s If they nay in their c/.m 197 2 plan 

18 that coated pnper is n fringe aroa and offset is a fringe area, 

19 what do they want fren CC!i or A. D. Dick or whatewer clnc to 

u 

20 ' overcoran that? Againut legał principle, and your Honor hao socn 

2 1 then, in the Cc lby car.c, f.bction 2 mor.opoly, extraordinariły 

22 , giir.ilar in terna of this caso, because they acouircd 70 

i, • 

2i patonts, po body olsc was a nanufacture of the hydraulic P**r>p 
21 ' for the oil v.’clin in 14 ycars, a new fcllow tried to como in, 

?'j they otarted a patent suit, junt tho rano as Xerox and IBM, and 
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the president of thc company got up and sald: we have all tho 
tcchnology for patented and unpatenteć for hydraulic welin, 
there were many other kinds of pumps, I sald hydraulic welin, 
thcre were Ynany other kindsof pumps for oil wclls, there was a 
suckcr pump, a lift pump and so forth — 

• THE COURT: You arc talklng about adjudication At.tho 

i 

end. 

MR. KAYE> I'm talklng about whether at this point 
ln time they can show that if they go out for discovery that 
they are going to find nnything — it*3 going to lead to 
admic 9 ible evldence, and that means whether it's materiał and 
that means that you got to look — you have to look at tho 
issues, look at what arc the legał principles rclating to 
market dcfinition, how — his Xerox — I ask Xerox 
to stand today and say how in this 64 company discovcry that 
they are going to establish against thcir own ctatcments in 
thcse papers that plain paper Office copiom arc not the same 
as first run films as against beconc 1 . run films, comparing 
plain paper copicrn to the coatcd papor copiors, how it'a 
not the cream of the bu3ineos as in the International boxing 
case with chnmpior.ahip fcoxiny matches against nonchampionship 
boxing. 

Khat ls all this di3covery going to accomplioh? 
What I'm oaying, your Honor, is that we are — we have 
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already — we are about to witneas Jn the Federal Trade 
Comnissiori, a situation where a company has become bo big and bo 
na 3 Bive that in my hunble opinion the adjuclicatory processes of 
the Federal Traće Commission are such that Xerox is bigger 
than the Federal Trade Comnission and the U. S. is 
represented Lecause there is not goingto be adjudication 
that is going to mean anything in our — in the reasonably 
foreseeable parts of our lifetine or thelifetimeof our 
rcspective client8, and the question herc is, is whether 
or not is Xerox is bigger than the judicial system, Cection 1 
and 2 of the Sherman Act and Section 7 of the Clayton Act say 
there shall be certain unlawful mattero. We have federal 
rulos. Are those — Xerox says those federal rules are 
constitutional, it's a question of due process. I say beforo 
we — along the linę of the English Master system,before we 
get into discovery, that we delineate issues bo we havo to 
see whatit is that Xerox is going to try to prove on this 
quostion of market, what it is they are going to try to prova on 
the guestion of capability, the new one that they have raisod, 
otherwise, if wo take the position that Mr. Hobinson 3ays that - 
let us disregard the nountains of evidence in the Xerox Office 
and go out an if we aro Columbus traveling the western sea 
never explored before, then we arc ten ycars ahoad, I am saying 
THE COURT: He docnn't say it's uncxplored. l!e said 
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it*8 very well explored and he ia just a defendant in a lawsuit 
that wanta to preacnt his side of the caso. Ile doesn't make any 
claims thatit's unexplored. 

MR. KAYE: Dut ho eays he wants to be ablc’ to go out — 
ćoesn't he want to talk nbout his docurnent 3 ? Don't oo 
ncar thom. < 

THE COURTs I don't think it’s ąuitc that. I am surę he 
expects that he will be confronted with his documents even 
aa he confronts you with youra. 

MR. KAYE: Your Honor, on this — this ia aside, 

a 

Mr. Robinson talka about *he petition for certiorari in that 

a 

case, joining coated electrostatic paper together with 
plain paper coated paper. Weil, if Mr. Robinr.or- and Xerox is 
propared to try the case on that market definition, I believe 

. I am. 

THE COURT: That'a the point. Of course, thoy aro not 
willing to just say: well, you take the one piece of paper 
you found in our file and wo will take the one we found in 
your cert. petition, and we will go to a jury on it or we will 
go to a Court on the legał issuo. They arc not saying that at 
*11• They are saying it's a difficult issuc, and you nay well 
be right, but thore ought to be the normal trial prcccss and 
pretrial proccss before that is3ue is docidcd. 

MR. KAYE: I 3ay if it'3 the normal proco 33 in the 
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aense that we are -- we don't get to issues and we — I 
read — 

TI1E COURT: I understand your claim. 

What elaa today necds to be presented so that we 
know when we cone back at 2:00 what's left? 

KR. KAYE: Your Honor, the two motions that are left 
are the notions under Rule 34, which Mr. Ootkin will get to, 

i 

and the motion on confidentiality, which Mr. Rauchberg — 
and I don't know who from Xerox will handle — 

THE COURT: I have a raatter at 2:00 upstaira, but that 
will take five minuta. So we will convene juat about 2:00, 
and what I will simply do is just divide the time between then 
and 3:00 foreach side to deal with the remaining issues. 

4 

MR. K?kYE: I take it that we are submitted u.-der Rule 
42 ir.otlon and the motion for preliminary injunction, at 
least, is setting the — 

THE COURT: Yes. 

MR. KAYE: Are we finished on thet motion? 

MR. RODIMSON: I have nothing further to say under 
the Rule 42B motion. 

THE COURT: We will be in rcccsn until 2 o'clook. 

- o 0 o - 


?5 
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RULING ON PLAINTIFF'S MOTION TO COMPEL DISCOVERY 

• ' FI LED 

Jak i 3 57 fi!‘N 

U r.. D. Tf:;C7 COIJRT 

UNITED STATES DISTRICT COURT NEW HAVEN. COłtH. 


DISTRICT Or CONNECTICUT 


SCM CORPORATION 

V. 

XEROX CORPORATION 


CIVIL NO. 15,807 


RULING ON PLAINTIFF'S 
MOTION TO COMPEL DISCOVERY 

This is a motion by SCM, pursuant to Fed. R. Civ. 

1. 37, to compcl Xcrox to respond to SCM 1 s discovery requests 
foj documents and intcrrogatories in a oornplex private anti- 
trust suit, At issuc is only the timctablc for Xerox's 
compliance, thc parties having resolvod in early December, 
1973, all disputes conceming substantivc objections to the 
discovery rcąuests. (Sce lctter from Gcrald Sobcl, F.sq. to 
Ronald Rauchberg, *Fsq. dated Deccmbcr 3, 1973, attachcd as 
hxhibit A to affidavit of Gcrald Sobel in opposition to the 
pcnding motion.) t 

SCM wants Xcrox to respond by Dcccmber 15, 1973, 
to thc oxtc.nt that the SCM requests werc not objcctcd to by 
Xcrox, and by January 15, 1974, to all requests as modified 
by thc parties' agrccmcnt. Xevox countcrs with a timctablc 
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based on the parties' agreement to limit the scope of the 
search Xerox must. undcrtake to comply with SCM's docuinont 
requests. Xcrox suggests a "subr.tantial" responso to docu- 
monL requests anu interrogatories by Fcbruary 15, 1974, and 
a complete response by May 15, 1974, on the undcrstanding that 
interrogatories would be anśwered .according to this Schedule 
only to the extent the Information necessary to prepare 
answers is located in the files to whieh the document search 
has been limited. Xerox contends that it needs until May 15, 
1974, even to estimatc the time req\.iired to answer the 
interrogatories fully, without the limitation as to source of 
answering materiał. 

It would serve no useful purpose to detail the 
understandably divergent views the parties express as to the 
burden of compliance. The competing claims present no legał 
issues warranling discussion. Xerox has been on noLiee uf 
what SCM is seeking sińce July 31, 1973, when the discovery 
requests were seiryed. Intervening events, howeyer, have 
affordod some justification for delay. These have included 
Xerox's successful motion to havc the original SCM complaint 
dismissed, with replacement by an amendcd complaint filed 
Noyembcr 5, 1973, and the parties' conunendable effort to 
resolye, by mutual concessions, the Xercx objections to the 
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scope of Diany of the SCM reąuests, an effort that was con- 
cluded only in carly Deccmber, 1973. Despite some limitation 
in the scope of what was originally sought, the SCM requests 
aro extensi.ve, going far beyond the traditional "first wave" 
of discovcry that sceks namcs and addresses about witnesses, 
cxistence and location of documents, and informntion about 
challenged transactions. Sec Manuał for Complex and Multi- 
district Litigalion V 1*.5» Many of the SCM rcc|uests aro 
"second wave" discovery on the inerits. The Court has 
reviewed all of the materials submitted, and is obliged to 
select an appropriate timetable. 

Accordingly, it is hereby ORDERCD that by April 1, 
1974, Xerox shall produce all documents sought by SCM pursuant 
to SCM's document reąuest as modified by agreement of the 
parties to the extent such documents exist in the files and 
locations agreed to by the parties as being tac limit of 
Xerox's obligation to search, and by April 1, 1974, Xerox 
shall respond to SCM's interrogatori.es as modified by agree¬ 
ment of the parties to the extent responses to such inter- 
rogatories can be lumished (a) by the personnel whose files 
have bcon agreed to by the parties as being the limit of 
Xcrox's obligation to search or (b) from the files and 
locations agreed to by the parties as being the limit of 
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Xerox's obligation to search; by June 15, 1974, Xcrox shall 
respond fully to SCM's interrogatorics as modified by agree- 
ment of the parties, except as to any interrogatory or portion 
thereof as to which Xerox has submitted to the Court by April 
1, 1974, a detailed explanation of why a complete response 
cannot be funiished by June 15, 1974, in which event the 
Court will enter a further order maintaining or extending the 
compliance deadlinc as to each interrogatory or portion 
thereof as to which Xerox seeks additional time; Xerox shall 
endcavor in good faith to fumish SCM with documcnts and 
interrogatory rcsponses continuously as they bccome 
<ivai labie. 


Datcd at New Havcn, Connecticut, this ? day of 
January, 1974. 









Jon O. Newman 

United .States District Judge 
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UNITED STATES DISTRICT COURT 
DISTRICT OF CONNECTICUT 


J b/ I , 

U.c !» 1 r Fi c i co-jr.i 

HL ii KAVE/V, COii.Z. 


SCM CORPORATION 

v. ' : 

XEROX CORPORATION 


C1VIL MO. Ib,807 


MEMORANDUM OF DECISION 
ON. CROSS MOTIONS FOR Ą PRQTi.CTIVF O Rn:_R 

In this private treble damage antitrusL suit, the 
parties have submitted diffcront forma of a proposcd pro • 
tectfve order. Fed. R. Civ. P. 26(c). Dc,spite conscicnt i ov., 
effo.c by the parties to resolye their differcnces, sevc vd 
points remain in diepute. The parties* contentł.ons and this 
Court's consideration of them assume a rcquest by plaintiff 
SCM for Information frotn defendant Xerox, but both sides 
recognizc, and this Court's order will reflect, that the 
issues raiscd and their resolution apply to discovery recjweots 
01 "i8■* nat Ln{^ v:i th either party# , 

lm — -- 1 - 111L * or> -i?.lX!2 I l r i<ł£D Mn 1J ty. The SCM proposal 
ndopts as a dcfinitioii of "confidcntial" the phraso contained 
in Rulc 26(c) (7): '‘tracie sccrcts or other confidontial 
rcsoarch, dcveloptnent, or conunercial infornatio" The Xcrox 
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proposal otnits this standard, but does spocify tl.ree catr.gov: e' 
of confidcntial infcnnation, with difforin •, dogn a of pro- 
tcction accorded to each. Whilo thc SCM p.. oposa 1 {.omowi i a t 
begs the question of what will ultimately 1. dotrrmincd ro bo. 
ł, confidentlal research, developme.nt, or commercial Information 
the inclusion of this standard is surely appropriate and at 

4 

least makes elear that the protectivc order is to be inter- 
preted against the background of thc case law that: has 
developed under Rule 26(c). 

2. Proceduro, for designating an d challen g inp, a 
designation of information as M conlidential. 11 SCM wants 
Xerox counsel to rcad each document produced and persona!ly 


certify the confidential status of any document so designated. 
Xerox responds that such procedurę will be extremely time- 
consuming with conseąuent delay to the discovery stage that 


SCM is anxicus to cxpcd j.tc. SCM is conccrr.cJ that corporatc, 


i*ather Lhan attomey, designation of confidentiality will 
result in excessive classification with an improper shifting 
of the burden to the receiving party to challenge the 
lcgitimacy of the designation. 

It does appear, as X<*rox concedes, that the "con- 


fidcntial" stamp has been wielded by its corporatc personnel 
to .an cxtcnt that would make evan Pentagon classifiers fclush. 
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But substituting a law firm for a Corporation is not neces- 

sarily a cure for this institutional syndrome. In any event, 

evcn under thc Xerox approach, Xerox attomeys will have to 

.nakc a judgmcnt as to any documont that SCI! attomeys cali to 

tbeir atLention as being inappropriatcly classified. The 

procedura 1 issue really concoms who tnust bring to court any 

dispute as to classification. Xerox wants SCM to claim 

relief frera classification; SCM wants Xerox to claim entitle- 

ment to classification. (Xerox seems to acknowledge that, 

regardless of which party brings the dispute to court, the 

burden will be upon the party claiming confidentiality to 

establish its claim.) It seems appropriate to proceed, at 

least initially, with Xerox's approach. The order to be 

entered will permiL Xerox to determine which perconnel make 

• 

thc initial decision as to classification. Any Information 
that SCM counsel believe has been inappropriatcly clasoified 
will be called to the attention of Xerox counsel. As to any 
information that Xcrox counsel thereafter insists is entitled 


to classification, SCM will be entitleu to bring Lhe dispute 
to coui.i., at which time the burden will be upon Xcrox to 
establish the legitimacy of the classification. It is the 
Court s expc*ctation that counsel will cooperatc to reduce to 
a barć minimum the disputes of this naturo that reąuire court 
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resolution. It will be helpful if Xerox will begin the 

cooperative process by voluntarily declassifying, as time 

permits, those categories ot documents already fumished as 
* 

to v;hich the "confidcntial" label appoars to hsve been ir.is- 
applied. The extent to which either party precipitates what 
the Court later determines to be unwarrantcd rcquests tor 
judicial resolution will, if such should occur, causo tocon- 
sidcration and rcvision of these procedures. 

3. Opportnnity to'chał 1o ngo in dr; e n<dr r.t statu s o_f 
cxperl wit noss es to be shov/ n oonf i dent i a i_in for mat i on . The 

SCM prrpf jal ponnits disclosure of conf idcntial i nf ornat lo.i 
to experts retained by counsel. Xerox provides a def initj.cn 

of experts ejualified to receive confidential information, 

m 

dosigned to assure their independent status. Moreover, Xorox 
seeks advance notification of the identity of expcrts to whoni 
the receiving party intends to submit confidential inforaiiation 
with the opportunity to precipitate.a court challenge in the 
evcnt the cxmrt is deemed not to be independent. Xerox 
prefers not to rely solely on the imposition of sanctions for 
violations of a protective order discovered after the fact. 

The propricty of advance disclosure of experts in 
t h.i s contexL lias been recogni/.ed. Spartani cs Limited v. 
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Unl Ced S t ates v. National. Steel Corp. . 26 F.R.D. 603 (S.D. 
Tex. 1960); Louis Weinberg As sociates. Inc. v. Monte Chris ti 

11 F.R.D. 514 (S.D. N.Y. 1951). SCM would distinguish 
—'H-j---—■ .^ lee l an< l Monte Christi on tlie ground that. tlicy 
involved sito visits to the plant of the party supplying 
inforwation, with the inevitable disclosure of the CKpert^’ 
identity. This alleged distinction misses Xcrox's point. It 
is not seeking the expert's identity to satisfy its curiosity 
it wants an opportunity to challenge the independent status 
of an expcrt prior to nny disclosure. That was the opportu- 
nity afforded in the citcd cascs. The Mero:; proposnl place:; 
the burden of bringing to court any disputc in this regard 
upon the party challenging the independcnce of the recciy.lng 
party's proposed cxpcrt. The Xorox requiremcnt and its 
implementing procedurę will be adopted. 

. 1oturę to oj ficial s of the clienf. and in- 

The SCM proposal permits disclosure of con- 
fj.dentiol infor.nat i on to in-house counsel and officers, 
directors, and cmployp.es oj: tlie Client with whom counsel in 
good faith belieyes it is necessary to confer on matter 
related to this atu im. The Xerox proposal rnakes no provision 
for distlosure of confidentiaJ Information to nersonnel of 
the Client, and prohibits disclosure to in-housc counsel of 
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tliO catcgory designated "R & D, n which embodi.es or refers to 
technology, and which Xerox regards as especially sensitive. 

Ihe pnrties' dispute on this issue reflects a 
difterence of opinion as to who shouid bear the burden of 
bringing to court specific controvcrsies conccrning the 
extcnt of disclosure. SCM would place this burden upon the 
party claiming that a particular document shouid not be dis- 
closed to pcrsonncl of the clicnt or in-house counsel. Xerox 
would place this burden upon the party claiming that it needs 
to disclose. a particular document to personnel of the client 

% r 

or in-house counsel. (In eitlier event, the party claiming 
limitation of disclosure will have to establish its claim.) 

As with the similar contentions respecting challenges to the 
initfal classification of information, this Court will 
initial ly adopt the Xerox approach in tho expectation that 
boih parties will cooperate to minimizc the necd for judicial 
interyention, with the proceduro to be revised depending on 

the i*xtent of and rcsponsibillty for that expectation not 
being realized. Spccifically, this Court, by rejecting the 

SCM procedurę at this time, is not ruling that personnel of 
the client are not entitled to see any of the Information to 
be designated as confidential. While that may be the initial 
result of the protcćtive order to be entered, the Court 
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expects counsel for thc supplying party to assoss realistically 

the legitimate trial preparation needs of opposing ccunsel 

and consent to disclosures beyond the scopc of the protective 

< 

order except as to Information as to which broader disclosure 
poses a Genuine Llircat to the supplying party's technical and 
commercial integrity. 

Accordingly, ą proteciive ordei will be e.ilcied 
adoptmg substantially the provisions of the Xerox proposal, 
with the addition of a definitional phrase regarding con- 
fidential inforniation and some minor and apparently non- 
controversial additions suggested in Xerox's memorandum. 

Dated at New Haven, Connecticut, tliis & day of 


Jaijuary, 1974. 


Jon 0. Newman 

United States District Judge 
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OF PLAINTIFF'S REQUEST FOR PRELIMINARY INJUNCTION 

UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF CONNECTICUT 


SCM CORPORATION, 


-against- 
XEROX CORPORATION, 


Plaintiff, 


Defendant 


Civ. No. 15807 


DEFENDANT'S MEMORANDUM WITH 
RESPECT TO LEGAL SUFFICIENCY 
OF PLAINTIFF'S REQIJEST FOR 
PREf.IMINARY INJUNCTTON _ 

INTRODUCTORY STATEMFNT 


Xerox Corporation ("Xerox") submits this memoran¬ 
dum pursuant to the Court's direction at page 9 of its 
Memorandum of Decision dated January 3, 1974. As we shall 
demonstrate, plaintiffs ("SCM's") reąuest for a preliminary 
injunction should be denied as a matter of law for two 
^eparate reasons. Pirat, the type of relief requested in 
the amended complaint ("the complaint") may not properly be 
grantod pendentc lite ; and second, it is evident that the 
preliminary relief sought by SCM is not necessary to prevent 
immediate irreparable injury, as Section 16 of the Clayton 
Act requires. 

Paragraphs 49-53 of the complaint set forth the 
relief whi cli SCM soeks in a preliminary injunction. In 
esnence, such relief falls into three catcgories: 
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1. Freedom from Assertion of 
Xerox' Patent Rights 


Taken together, paragraphs 49-51 of the complaint 
reąuest the Court to provi.de SCM with the right to manufac- 
ture and'market plain paper copiers during the pendency of 
this action free from any assertion by Xerox of its patent 
rights. Thus, paragraph 51 seeks a mandatory preliminary 
injunction ordering Xerox "to grant SCM a license with re- 
spect to all the United States and foreign patents and 
patent applications it ownr> or Controls."* Paragraph ^9 
seeks the identical relief in prohibitory form, reąuesting 
a preliminary injunction restraining Xerox from "threatening, 
instituting or maintaining any patent infringement action or 
claim against SCM with respect to SCM's present and futurę 
efforts to develop and market plain paper office copiers." 

And paragraph 50 seeks a similar prohibitory injunction 
against "threatening, instituting or maintaining any other 
action or claim here or abroad which might impede SCM*s 
present and futurę efforts with respect to plain paper office 
copiers, or which might delay the finał adjudication of this 
First Claim." Although the complaint does not spell out 
precisely what "other actions" SCM has in mind, this re¬ 
ąuest presumably refers to patent infringement actions by 


*Since the complaint is directed exclusively to plain 
paper office copiers, this reąuest for a license is 
presumably directed to patents related to such products, 
It goes without saying that licenses of patents involv- 
ing products or processes unrelated to the subject mat- 
ter of this action could in no way be granted, either 
preliminarily or after trial. 
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Xerox against SCM's plain paper copier customers or suppller 

2 . Disclosure of Xerox' Manufacturinr 

_ and Marketing Plans _ J 

Paragraph 52 of the complalnt seeks an order 
reąuiring Xerox, "during the pendency of this actlon, 
to disclose [presumably to SCM] its present short and long 

rangę pl-ans for the manufacture and marketing of plain paper 
office copiers." 

3- Abrogatlon of Employee Covenants 

_ Not To Compete _ 

Paragraph 53 of the complalnt seeks a preliminary 
injunction prohibltlng Xerox from enforcing or attempting 
to enforce agreements with certain personnel not to engage 
in xerographic activities for other companies following 
termination of their employment with Xerox. Xerox has for- 
mally abandoned all such agreements, nonę of which is 
presently in foroe. Accordingly, this reąuest is moot and 
need not be further discussed. 

Nonę of this relief is available to SCM pendente 
lite because, rather than preserving or restoring the status 
quo between the parties, it would confer upon SCM a new 
status which it has never prevlously enjoyed. As we demon- 
strate in Point I, l nfra , that is not the proper function 
of a preliminary injunction. 

Separate and apart from the manifest impropriety 
ol the requested relief prior to trial, SCM's demand is 
legałly insufficient be 


cause it is demonstrable that SCM 
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will not suffer immediate and irreparable injury if the 
relief is not granted. As we show in Point II, i_nfra, it 
is indicputable that SCM has no need whatsoever for the 
relief it seeks, and that it will suffer no injury at all, 
much less the Immediate irreparable injury the law reąuires, 
if a preliminary injunction is denied. 

In light of the two-pronged legał insufficiency 
of SCM's reąuest, the Court need never reach the issue of 
whether SCM can establish a substantial likelihood of ulti- 
mate success on the merits of its antitrust claim. ^ince 
the reąuested relief could in no event be granted, there is 
no reason to hołd an unnecessary hearing,* and 5CM’s motion 
for a preliminary injunction should b_ denied. 


ARGUMENT 

I. 

SCM MAY NOT OBTAIN THE PRELIMINARY 
RELIEF IT SEEKS BECAUSE SUCH RELIEF 
WOULD NEITHER PRESERVE NOR RESTORE 
THE STATUS QUO BUT WOULD CONFER UPON 
SCM A STATUS NEVER PREYIOUSLY EN.TOYED 

Each of SCM's reąuests for preliminary injunctivo 

relief seeks to confer upon SCM a status it haz nevei 


#The complaint cTTarges that Xerox has monopolized the 
world-wide skill and technology, manufacture and marketing 
of plain paper Office copiers. Given the extraordinary 
breadth of cuch a charge, the factual and legał issues to 
be determincd aro gargantuan; and the Court could not con- 
ceivably make an infomnod determinatlon ar. to tho likeli¬ 
hood of SCM's ultimata succesa on the merits on anythlng 
śhort of a fuli trial of all the rclovant factr — a pro- 
ceeding not wlthin the rcalm of prnctlcal nossibllity at a 
preliminary injunction hearing. 
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previously enjoyed. The drastic remedy of a preliminarz 
injunction — which operates to curtail a party's conduci 
prior to a fuli adjudication of any wrongdoing — is not 
available for such a purpose and may be utilized only to 
preserve the status quo as of the time of suit or to re- 
store conditions to their status prior to any dispute be- 
tween the parties. 

A. The Proper Function Of A Preliminary Injunction 
Is To Preserve Or Restore The Status Quo 


No doctrine is morę firmly rooted in eąuity Juris- 

prudence than the principle that the function of a prelimin? ry 

injunction is to preserve the status quo between the partie: 

to a litigation during the pendency of suit to avoid a 

change which would irreparably injure a party prior to 

finał adjudication. As Moore States: 

"The generał purpose of a preliminary 
injunction is to preserve the status 
quo pending finał determination of 
the action after a fuli hearing." 

7 J. Moore, Federal Practice U 
65•0^[1 ] at p. 65-3Ć (2d Ed. 1973). 

In this Circuit , the classic formulation of the 

applicablc principle is Judge Frank's statement in Hamilton 

W atch Co. v. Benrus Watch Co. . 206 F.2d 738, 7^2 (2d Cir. 

1953): 


"[A preliminary injunction] serves as 
an equitable pollcing measure to pre- 
vont the parties from harming one 
another during the litigation; to keep 
the parties, while the suit goes on, 
as far as possibie in the respectiyo 
posltlons they occupled when the suit 
began. 11 (Emphasis supplied). 
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$ 




Accord , e. g. , United States v. Adler^ Creamery, Inc. , 107 
F.2d 987 , 990 (2d Cir. 1939) ("Its ordinary funccion ls to 
preserve the status quo . . . . American Mercury, Inc. 
v. Kiely , 19 F.2d 295, 297 (2d Cir. 1927) ("Such provlsional 
or preventive remedy ls given to preserve the status 
9 uo • • • • ")» Toledo, A. A. & N. M. Ry. v. Pennsylvanla Co. , 
54 F. 730, 741 (N.D. Ohio 1893) ("The Office of a preliminary 
junction ls to preserve the status quo until, upon finał hear- 
ing, the court may grant fuli relief." (Taft, J.)); Warner 
Bros. Pictures, Inc. v. Glttone, 110 F.2d 292, 293 (3d Cir. 
1940) (". . . the Office of a preliminary injunction [is] . . 
to preserve pendente lite the last actual noncontested status 
which preceded the pending controversy."); Wlllheim v. 
Inyestors Dlyerslfled Servlces, Inc. . 303 F.2d 276, 277 
(2d Cir. 1962) ("A preliminary injunction should be directed 
toward preserying the status guo , so far as possible, in 
order that ultimate adjudication may come on a completc record 
after a fuli trial . . . ."); Clune v. Pubilshors' Ass*n of 
New York City , 214 F. Supp. 520, 531 (S.IJ.N.Y. 1 < G 3) , aff»d 
per cui-Iam , 314 F.2d 343 (2d Cir. 19 G 3) ("It is eJementary 
tdiat a preliminary injunction is designed to preserve the 
subject in controversy in its then existing condition."); 
Cliecker Moto rs, C orp. v. Chrysier Corp. . 405 F. Pd 319, 323 
(Pd Cir. 196'J), cert. den i od , 349 999 (1969) ("The 


i 


n- 


purpos.c of a preliminary injunction is to rnalntain tho 
status quo pending a finał determl riation of the rnerits."); 
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256 F.2d 806, 808 (7th Cir. 1958) (". . . a preliminary 
injunction is a provisional remedy designed to preserve 
the status quo until the case can be heard upon the merits."); 
Washington Capltols Basketball Club. Ino. v. Barry . 2419 F .2d 
472, ^76 (9th Cir. 1969 ) ("The function of a preliminary 
injunction is to maintain the status quo antę litem pending 
a determination of the action on the merits."); Exhibitors 
Poster Exchangę, Inc. v. National Screen Serylce Corp. . 
m F.2d 560, 561 (5th Cir. 1971) ("The purpose of a pre¬ 
liminary injunction is to preserve the status quo and thus 
prevent irreparable harm until the respective rlghts of the 
parties can be ascertained during a trial on the merits."); 
A merican Radio Ass'n v. Mobile Steamship Ass'n, Inc, . ^83 
F.2d 1 , i| (5th Cir. 1973) ("A preliminary injunction's func¬ 
tion is simply to preserve the status quo until the merits 
can be adjudicated."); Notę, 73 Harv. L. Rev. 333 , 335 
(1959) ("The purpose of . . . interlocutory injunctions is 
considered to be the preservation of the status quo pending 
further court. action."). 

The status quo, in this contoxt, meana "the last 
uncontested status which preceded the pending controversy." 
W estlnghouse El ectr ic Corp. v . Froo Sowi nr Machino Co. . 256 F. 2d 
aoń. aoa (7th Cir. 1958).* Preliminary lnjunctlons may thus 

•Acoord, Washington Capltols Basketball Club, Inc. v Barrv 

£ 1 V 2J "1° (9th Clr - Plutrlct 50, United Mlne* 

Workersof America v. International Union, U.M.W., 412 F.2d 

I 6 j, 168 (D.C. Cir. 1969); Tanner Motor Llvery, Ltd. v 

i- 5 .’. I nc A- ®°"- 8o ? <5 th «r. 1963)', cert. drnlrd. 

,,) U.S. Oc .1 (1963); Warner Bros. Pictures. Inc v ttonp 
110 F.2d 292, 293 (3d Cir. 19 HO). ’ Glttone, 
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be granted in two categories of cases: either (1) to pre - 
serve the parties 1 status as of the time suit is instituted, 
or (2) to restore a prior status which existed before the 
controversy between the parties arose. 

The issuance of a preliminary injunction to pre- 
serve the existing status quo by keeping the parties precisely 
where they were when suit was commenced is typically illus- 
trated by the interlocutory prohibition of the consummation 
of a corporate acąuisition alleged to be unlawful or of the 
use of already acąulred 3 tock (sęe, e.g. , Hamilton Watch Co. 
v. Benrus Watch Co. , 206 F.2d 738 (2d Cir. 1953)). 

Similarly, in Washington Capltols Basketball Club, Ino. v. 
Barry , 419 F.2d 472 (9th Cir. 1969), a basketball player 
under contract to the plaintiff was enjoined from playing 
for another team pendente lite , thus preservlng the status 
quo as of the time of suit. 

In some cases the relative posltions of the parties 
at the time the litigation was commenced has changed from a 
prior status ar a result of challenged conduct, so that the 
preservation of the parties' "last uncontested status" re- 
quires restoratlon of the initial status quo. Interphoto 

v. Minolta Corn. . 417 F.2d 621 (2d Cir. 1969), is illus- 
trative. Plaintiff, a former Minolta distributor, alleged 
that it had been unlawfully terminated, and the court issued 
a preliminary injunction restoring the distributorship pend- 
ing ultimate determlnation of the controvorsy. Similarly, 




Defendant '8 Memorandum with Respeot to Legał Sufficienoy 
of Plaintif f’ 8 Reguest for Preliminary Injunction 


in Co lumbia Broadcasting System, Inc. v. American Soclety 
of Compo sers, Authors and Publlshers . 320 F. SuDp. 389 
(S.D.N.Y. 1970), CBS, whlch previously had a royalty-bearlng 
llcense to broadcast defendanfs copyrighted musie, contlnued 
to do so without payment of royaltles after the expiration of 
the llcense. The court issued a preliminary injunction 
restoring the parties to their last uncontested status, 

whlch , 5 quired the payment of royaltles pending the outeome 
of the suit: 


"The proper remedy is to be measured 
by the Office of a preliminary injunc¬ 
tion itself; that is, to restore the 
parties to the status quo antę." (320 
F. Supp. at 393). 

Ro ss-Whltney Corp ^ v. Smith, Kllne & French Laboratories . 
207 F.2d 190 (9th Cir. 1953) is another example. There, 
the Ninth Circuit afflrmed the issuance of a preliminary 
injunction barring the manufacture, advertising and sale 
of a recently introduced product alleged to be confusingly 
slmilar to defendanfs, thus restoring conditions to their 
status prior to the commencement of the dispute. Similarly, 
In Da nielson v. Local 275, Laborers International Union of 


North America . 


^79 F.2d 1033 (2d Cir. 


1973), the Court of 


Appeals orderej the issuance of a preliminary injunction 
prohibltinc the defendant union from engaging ln certaln 
unlawful plcketing actiylties, thereby restoring the status 
HUO to its conditlon b.Tore the controvorsy arose, l.e. 
before the picketing commenced. 
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In sum, a legion of cases have consistently heli 
that the extraordinary remedy of a preliminary injunction 
is granted when necessary to preserve or restore the status 

quo, that is, the last uneontested status of the parties. 

\ 

B. A Preliminary Injunction May Not Alter 

The Status Quc By Conferring Upon A Party 
A Status Never Previously Enjoyed. _ 

The logical corollary of this time-honored prin- 
ciple is that a preliminary injunction may not issue if it 
would alter the status quo by placing either party in a 
position never before occupied. This eąually settled prin- 
ciple is exemplified by che Third Circuit's oft-cited deci- 
sion in Warner Bros. Pictures v. Glttone , 110 F.2d 292 ( 3d 
Cir. 19^0). There, plaintiffs were motion picture exhibitor 
whose theaters had never been furnished with first run films 
by the defendant distributors. Plaintiffs alleged that the 
distributors' refusal to license them to show such films and 
their consequent exclusion from the first-run market vio- 
lated the antitrust laws. The district court issued a pro- 
liminary injunction which, in effect, required the defendant 
to grant first-run licenses to plaintiffs.* Iri an opinion 
by a panel consisting c r Judges Biggs, Maris and Clark, the 
Court of Appeals reversed. Noting that a preliminary in¬ 
junction "must [be] . . . required to preserve the status 

*Dcfendants were enjolned from granting first-run licenses 
to anyone unloss such licenses were also offered to plain- 
tiffs. Defendants thus were obliged to license tiieir 
films to plaintiffs on a first-run basis if they wanted 
to remain i u business. 
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qu° P ende nte lite," the court went on to hołd that the 
injunction coula not stand precisely because it altered 
the prlor status of the parties by affording plaintiffs 

a right to receive first-run pictures which they had never 
previously possessed: 

"[W]e are elear that the effect of 
the preliminary injunction v:hich the 
court granted was not to preserve the 
status quo but rather to alter the 
prior status of the parties fundamen- 
tally. Such an alteration may be di- 
rected only after finał hearing, the 
olfice of a preliminary injunction 
being, as we have pointed out, merely 
to preserve pendente lite the last 
actual noncontested status which pre- 
ceded the pending controvers,y. [cltinp 
casesj Irreparable loss resulting from 
refusal to accord the plaintiff a^new 
status, as distinguished from inter- 
ference with rights previously enjoyed 
by him, does not furnish the basis for 
pS!n rl0CUt0ry relief *" (HO F.2d at 

In other words, the court in Glttone ruled that, 
even if the plaintiff would be irreparably injured in the 
absence of an injunction,* preliminary relief accordlng it 

a new status (i^, a licensee of first-run pictures) could 
not be granted. 

— ttone wa . s followed by the Fourth Circuit on 
substantially slmilar facto ln Melselman v. Paramount Film 

^ tr - C ° rp - ’ 180 P ' 2d 9*. 97 (Uh Cir. 1950). which afrirmed 
tho distrlct court's denlal of a preliminary Injunction 

*As we demonstrate ln Point TT . , 

r?“ i? ~ ^breparably h lnj ure 

?he ^ant" of d aSch"ro n n 1 e y f? 0lr - 3UfrlClent c - ound P-clu^ne 





E 380 

Defendanfe Memorandum with Reepect to Legał Sufficiency 
of Plaintiff'8 Reąueet for Preliminary Injunction 

ordering defendant to supply plaintlff for tho flrst tine 
with first-run motion pictures. Accord , Tanner Motor 
Livery, Ltd. v. Avls, Inc. , 316 F.2d 80*J, 808-09 (9th Cir. 
1963), cert, denied , 375 U.S. 821 (1963) (preliminary in- 
Junction may not enjoin use of trademark licensed for 
fifteen continuous years because status guo would be 
altered). 

Two very recent decisions reflect the current 

vitality of the applicable eąuitable principle. In Barbys 

Frosted Foods, Inc, v. McDonald*s Corp. . 1973-2 Trade Cas. 

1 74,622 (D.N.J. 1973), plaintlff had been termlnated as 

an approved supplier of fresh meat to the defendant's 

restaurants. It sought a preliminary injunction reąuiring 

defendant not only to restore plaintlff as a supplier of 

fresh meat, but also to approve it as a supplier of frozen 

meat, a status • • • which plaintlff huCd never before he 1 d. 

(Id. at p. 9^,7^7). In denying such preliminary relief, 

the court refused "to countenance a preliminary injunction 

the effect of which is to alter the status guo antę and place 

one party in a new position which it is seeking to make 

permanent through the lltigation." (Id.). The court went 

on to guote froin Glttone , and concluded: 

"Barbys is attempting, on this pre¬ 
liminary motion, to bc permltted to 
attaln a status which it has never 
before hołd. Conseguently, as the 
Third Circuit has indlcatetl, once lt 
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ls determined that the relief re- 
ąuested is inappropriate subject 
matter for a preliminary Injunction, 
even proof of irreparable harm will 
not provide a basis for relief." 

(Id. at p. 94, 478 ). 

Pltm an-Moore, Inc. v. The Dow Chemical Co, . Civ. 
No. ^ 80-73 (D.N.J. July 13 , 1973) (unreported),* is to the 
same effect. In that case plaintiffs alleged that they 
were entitled, under a contract with defendants, to the 
rights to manufacture and distribute six pharmaceutical 
Products which defendants claimed they owned. The court 
denied a motlon for a preliminary injunction ordering defen¬ 
dants to turn over to plaintiffs all rights to the products 
as well as specifications, studies, data and manufacturing 
know-how, in order to permit plaintiffs to commence their 
own development and marketing efforts. Among the reasons 
given for denying preliminary relief was the fact that the 
injunction, if issued, would confer upon the plaintiffs a 
status they had never previously enjoyed: 

"Even if this Court were to find 
that the elements of irreparable 
harm and probability of success 
existed in this case, I stil.l. would 
be required to deny the motion for 
a preliminary injunction because 
the reąuested relief would permit 
the plaintiffs to attain a status 
which it [sic] has never before 
held, that is: the owner of the 
six products which are the subject 
mattor of this litigation .... 


Appcndlx°A. thłS unreportcd °Plnlon ls appended hereto as 
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. . . Johnson & Johnson and 
Pitman-Moore are attempting to alter 
the last uncontested status quo, 
i.e. the position of the parties 
before the contract was entered into, 
with respect to these six products. 

The grant ing of a preliminary in¬ 
junction would place the plaintiffs 
in a preferred position, a position 
which they have never held before 
and which they seek to make perman- 
ent by this action. Under these 4 
circumstances, a preliminary injunc¬ 
tion should not issue." (Letter 
opinion at 9, 10). 


To recapitulate, the law is elear that a prelimi¬ 
nary injunction's proper function is to preserve or restore 
the last uncontested status between the parties pending 
ultimate resolution of the controversy; and, conversely, 
it is improper to grant preliminary relief which would alter 
the status quo by conferring upon a party a status never 
previously enjoyed.* 


*While there are dicta in a few isolated cases suggesting 
that, in extraordlnary circumstances where exeeptlonal irro- 
parable harin is likely, preliminary relief might be ordered 
other than to preserve the status quo, not one of thuse 
cases actually issued such an injunction; either the in¬ 
junction in fact preserved or restored the status quo, or 
the injunction was denled: Unicon Management Corp. v. 
Koppers Co., 366 F.2d 199, 20^4 (2d Cir. 1966) (injunction 
found to be "a reasonable and necessary means of preserving 
the position of the parties .... We find that the order 
does servo to maintain and preserve the status quo . . . ." 
Id. at 202, 204); Flood v. Kuhn, 309 F. Supp. 793, 799 
TS.D.N.Y. 1970) (injunction denied); Lepore v. New York 
News Inc., 346 F. Supp. 755, 762 (S.D.N.Y. 1972) (enjoined 
refuca 1 to deal with terminated distributor, thus restoring 
status quo prior to termi nat 1 on); Welton v. City of I<ock- 
port, 13 Mloc.2d 341, 177 N.Y.S.Pd 438 (Sup. Ct. 1958) 
(procerved status quo by requirlng contlnuation of water 
servJce; "this is a proper reinody to preservo the status guo 
during the pendency of a suit . . . ." (13 Misc.2d at 343))• 
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C. SCM Seeks Preliminary Relief Which Would 
Alter The Status Quo By Conferri.ng Upon 
_ lt A Status Never Previously Enjoyed. _ 

Applying established eąuitable doctrine, exanina- 
tion of the preliminary relief prayed for in the complaint 
compels the conclusion that the reąuested injunction nay 
not be granted as a matter of law. 

To begin with, the reąuested mandatory injunction 
(Complaint, H 51) ordering that SCM be granted a license 
under all of Xerox' patents and patent applications would, 
if entered, drastically alter the relative status of the 
parties. Indeed, it is difficult to conceive of a morę 
dramatic change in the status quo antę litem. 

SCM does not have, and has never had, a license 
under Xerox* patents with respect to plain paper copiers. 

The fact is, as SCM alleges in paragraph 62 of the complaint, 
that it has been in the copying business at least sińce 1964 
under a Xerox patent license expressly limited to coated 
paper copiers.* Now, after almost a decade, it invokes the 
Court's eąuitable jurisdiction to give it what it has never 
had — a license under "morę than 1600 unexpired United 
States patents, morę than 200 pending United States patent 
applications and many thousands of foreign patents and 
patent applications" (Complaint, ii 27(h)(iii>). Nothing 
could fali morę sąuarely within the principle that a pre¬ 
liminary injunction may not confer upon a party a new status 


*This license has sińce been terminated by SCM 
plaint, 1 63 . 


Sec Com- 
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never previously enjoyed. 

SCM is no morę entitled to obtain a patent license 
pendente lite here than were the theatro owners entitled t- 
first-run film llcenses In G 1 ttone and Melsolman , the meat 
suppller to a frozen-food supply contract in Barbyr, , or tho 
pharmaceutical companies to product rlghts and know-how In 
Pltman-Moore . A plaintiff may not, under well-settled equit- 
able principles, attain a new status — be it licensee, food 
suppller or anything else — through the instrument of a 
preliminary Injunction prior to a fuli adjudlcation of 
rlghts after trlal. 

SCM's reąuest for a prohlbltory injunction («! ^ 9 ) 
aguinst the institution or threot of patent infrlngement 
suits merely seeks the identical relief in an alternative 
form, and henco suffers from the same legał defect. Since, 
as we hąve establlshed, SCM may not be granted a patent 
license pendent o lite because it would thereby attain an 
lmpermissible new status, by the same token it may not be 
granted the substantial equivalent of such a license. An 
injunction prohibiting Xerox from taking steps to assert 
its patent rlghts would be Just that — tho oquivalent of 
a license permitting SCM to infringe Xerox' p.atorits without 
legał attack. The absence of an.y rm.an 1 ngfu 1 distinctlon In 
this rogard between mandatory and prohlbltory relief is 
domonstratcd by 011, tono and Me 1 s.e]man . where the Injunctlons 
sought wer<* prohlbltory in form and noycrtheless were held 
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improper as affording plaintiffs a ncw status. 

With respect to the reąuested injunction prohibitin 
"any other action or claim" designed to impede SCM' s manu- 
facturing or marketing plans (H 50), such relief is legally 
impermissible ą fortlori : If SCM itself cannot be afforded 
a hitherto nonexistent freedom from the assertion of Xerox' 
patent rights prior to finał adjudication, its suppliers or 
customers who are not parties to this action — plainly 
cannot. 

SCM's request for disclosure of Xerox' short and 
long rangę plans (H 52) must fail for the same reason. 
Needless to say, SCM has never previously had access to 
such highly confidential data. To order disclosure at this 
time would drastically alter the status quo — to Xerox' 
irreparable injury. 

In short, each of the items of preliminary relief 
sought by SCM's complaint would alter the status quo by 
affording SCM a new status never previously enjoyed. The 

requested relief is therefore unavailabie as a matter of 
law. 

This would be true even if SCM could show that 
the injunction which it is seeking is necessary to avoid 
immedlate Irreparable harm. The indisputable fact is, 
however, that denial of the requested relief would result 
in no harm whatsoever to SCM — an independent reason why 
preliminary injunctlve relief must be denied, to which we 


now turn. 
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II. 

SCM CANNOT OBTAIN THE PRELIMINARY 
RELIEF IT SEEKS BECAUSE OF THE 
INDISPUTABLE ABSENCE OF IMMEDIATE 
IRREPARABLE INJURY IF THE RELIEF 
IS NOT GRANTED _ 

Section 16 of the Clayton Act, 15 U.S.C. § 26, 
expressly provides that a preliminary injunction in a prl- 
vate antitrust action may be issued only upon "a showing 
that the danger of irreparable loss or damage is lmmedl - 
ate . . . (Emphasis supplied). This statutory pre- 

reąuisite codifies a generally applicable equitable principl 
which the Second Circuit has denoted "the most significant 
condition which must be present to support the granting 
of a temporary injunction . . . ." Capital City Gas Co. 
v. Phillips Petroleum Co. , 373 F.2d 128, 131 (2d Cir. 1967). 
Accord , e.g. , Foundry Seryices, Inc. v. Benef]ux Corp. , 

206 F.2d 21H, 216 (2d Cir. 1953) ("It is well settled that, 
absent a showing of irreparable injury of some kind, no 
injunction pendente lite should be granted ...."). As 
the Second Circuit put it in American Mercury, Inc. v. Klely 
19 F.2d 295, 297 (2d Cir. 1927): "Usually a temporary in¬ 
junction contemplates relief where, without it, finał relief 
would be of' no avnil to the complal nant." 

The c i rcuinstances of thls case make It abundantly 
elear that SCM cannot conceivably suffer irreparable injury 
if the requested relief is not granted. To the contrary, 
it is indisputable that plaintiff does not need any of the 
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prellminary relief it seeks and will suffer no injury at 
all if it is denied. 

Dealing first with the reąuest for mandatory 
licensing of Xerox' patents and patent applications, such 
relief is totally unnecessary pendente lite . Xerox has 
already uneąuivocally represented both to SCM and to the 
Court in chambers that, should it choose to commence a 
patent infringement action against SCM, it will not seek a 
preliminary injunction to enjoin the infringement during 
the pendency of the suit. It follows that SCM is as free 
today to manufacture and market plain paper copiers pendente 
— e without fear of judicial restraint predicated on Xerox’ 
patents as it would be if it were the recipient of a license 
pursuant to a prellminary injunction.. 

In view of Xerox' undertaking not to seek a pre¬ 
liminary injunction against SCM's patent infringement and 
SCM's concomitant freedom to enter the field without re¬ 
straint, a mandatory licensing injunction is totally un¬ 
necessary. Whether or not SCM receives a license pendente 
lj_te, its position at the termination of this action will 
be precisely the same. 

Given SCM•s entry into plain paper copier market- 
ing, there are four possible outeomes — depending on whether 
or not preliminary relief is granted and whether the plain- 
tiff or defendant prevails on the merits after trial: 


1. 
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Where the Court denies the reąuested injunction and SCM 
has entered the plain paper copier field without a license 
but later proves the allegations of its comolairit after 
a trial on the merita, SCM would be entitled to permanent 
injunctive relief (and Xerox' patents would be rendered 
unenforceable). In such circumstances, SCM will have 
suffered no harm at all by reason of the lack of a li¬ 
cense ln the interim sińce the patent did not exclude it 
from the market. 

2 . A prollminary injunction mandat ing the i i; ::u - 
ance of a patent license is denied, and Xerox ultimately. 
prevalls . If preliminary relief is denied and Xerox ulti- 
mately prevails on the merita, SCM would be liable for its 
infringement during the pendency of the action. 

3 . A preliminary Injunction nandatlnr the i:::: - 
ance of a patent license is granted, and SCn u 11 . ma* ; •. 
preyails ■ If the Court reąuires the issuance of a license 
pendente lite — so that SCM's entry would be as a licensee 

_ultimate success liy SCM would mean that SCM has no lia- 

bility, and the Court would enter an appropriate permanent 
injunction. 

1|. a pr . i i m j na ry Jj i.l unct łon mandat .1 nr. the lasu- 

aniv of i pal ' ni _1 i conso 1 _ grantod, and X< i T‘ox ul t i ni itol/ 

proy al1s. If the Court grania a preliminary injunction 

V 





E 389 

Defendant'8 Memorandum with Reepeot to Legał Suffiaiency 
of Plaintiffe Reąueet for Preliminary Injunction 

and Xerox prevails on the merits,* SCM would be liable under 
the injunction bond that Ig expressly reąuired by Section 
16.** SCM's liability on the bond for damages arising out 
of the improvldent grant of a preliminary injunction would 
presumably be the equivalent of the damages to which Xerox 
would be entitled as the result of the unlicensed infringe- 
ment in the case where the preliminary injunction has been 
denied. 

In other words, whether or not SCM receives a 
preliminary injunction nandating th<r issuance of a patent 
license pendente lite is of no consequence to SCM. If SCM 
wins this case, it will be in precisely the same place with 
or without an injunction because it will have entered the 
plain paper copier field without restraint and will have 

incurred no liability. If SCM loses on the merits, it will 

*0f course, the grant of a preliminary injunction does not 
mean that the defendant will not ultimately prevail. As 
the Second Circuit stated in Imperial Chemical Indust., 

Ltd. v. National Distillers and Chemical Corp., 35*4 F.2d 
*459 , ^63 (2d Cir. 1965 ): "[I]t should be understood that 

the findings of fact madę upon the motion for preliminary 
injunction are not controlling, and the parties will be free 
to retry the issues at the hearing on the permanent injunc¬ 
tion which will follow." What is morę, in light of Xerox ł 
right to a jury trial on all issues relevant to SCM's damage 
claim, any findings madę by the Court at a preliminary in¬ 
junction hearing could not be binding at the trial on the 
merits, and, indeed, all of the evidence introduced at the 
preliminary hearing would have to be repeated before the 
Jury. Sec Boise Cascade International, Inc. v. Northern 
Minnesota Pulpwood Producers Ass'n, 29*4 F. Supp. 1015 (D. 
Minn. 1 96 8) ; 7 J. Moore, Federal Practlce «| 65.0*4[6] at 
p. 65-71 (2d Ed. 1973). Par from expeditlng matters, a 
hearing on SCM's motion would thus have just the opposite 
effect. 

**'••• upon the exe*cution of proper bond agalnst damages 
for an injunction improvidently granted and a showing that 
the danger of irreparable loss or damage is iminediate, a 
preliminary injunction may issue." 15 U.S.C. § 26. 
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owe Xerox thę same damages either for infringement (if 
there was no injunction) or under the bond (if the injunc¬ 
tion had been granted). It is thus plain that, llcense 
or no license, SCM remains free to compete during the 
pendency of the antitrust litigation. Denial of a mandatcry 
licensing injunction cannot injure SCM at all, and its 
claim of irreparable injury simply evaporates into thin 
air. 

We need not, however, re]y solely on the inexor- 
abllity of the foregoing logie. The absence of an,y need 
on SCM's part for a patent license pendente lite is conclu- 
sively demonstrated by the fact that it has recently an- 
nounced its intention to market in the United States a plain 
paper coplor manufactured by Van Dyk Research Corporation. 
(The text of SCM's announcement as reported in The Wall 
Street Journal on December 5, 1973, p. 12, is appendod 
hereto as Appendix B.) What is morę, SCM has madę it elear 
that its arrangement with Van Dyk in no way alters its own 
development work on another plain paper copier which it 
anticipates will be marketed in 1975. Echoing the press 
release, this is what SCM's counsel stated to the Court at 
the December 7, 1973 hearing on SCM's motion for a sovorance 
of issues: 

"Now, earlier this werk SCM 
announced that it is now In the plain 
paper office copier business, whrn we 
w aro horę last, as allegod in the com- 
plalnt, SCM is working to develop its 
own plain paper Office copier, and I 
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don't know that it's in the complaint, 
but it's certalnly common knowledge, 
lt’s been in press releases, it was 
anticipated and it's still anticipated 
that that will not come to the market 
until 1975. 

Earlier this week SCM entered 
into an agreement with Van Dyck Re¬ 
search Corporation, which does manu- 
facture, a very smali company — does 
manufacture plain paper Office copiers 
and SCM expects to be marketing plain 
paper Office copiers by January. The 
transaction, if the —— over a two—year 
period, lf it's fulfilled to its outer 
limits, will involve something llke $^5 
million worth of purehases by SCM from 
Van Dyck of plain paper Office copiers, 
and the marketing of those so that SCM 
now is in two positions with respect 
to plain paper Office copier, actual 
competitor or about to be an actual 
competitor, and also a potential com¬ 
petitor with other design machines in 
1975." 

In other words, SCM is now proceeding on two 
front.), Xerox alleged monopolization to the contrary not — 
withstanding. Having already crossed the bridge, SCM can 
hardly complain that it needs preliminary injunctive relief 
to transport it across the water. 

As for the request for an injunction forbidding 
patent infringement actions, insofar as SCM is concerned 
this is no morę than the prohibitory obverse of the re- 
ąuestcd mandatory license, and all of the reasons set forth 
above why SCM has absolutely no need for such interim relief 
are eąually applicable. 

With respect to the reąuested prohibition of 
infringement suit:; against otheru, this prayer presumably 
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applles to SCM's customers and suppliers. 

As to customers, Xerox has riever cornmenced an 
infringement action against an end user of any competitive 
machinę covered by a Xerox patent, and represents that it 
will notdo so here. Accordingly, such relief is totally 
unnecessary.* 

As to suppliers, the same considerations set forth 
above with respect to SCM itself apply with equal force to 
its suppliers. Xerox represents that it will not seek a 
preliminary injunction against any SCM supplier in any in- 
1 ringement suit-; thus, sucii suppliers cannot bo prevented 
by Xerox from infringing entry into the manufacture of 
plain paper copiers. Once again, therefore, there is no 
need for the requested injunction. 

i iridlly, we come to SCM '3 demand for access phn — 
dente 1ite to Xerox' futurę manufacturing and marketing 
plans. Any claim of irreparable injury on this score is 
totally ephemeral. To begin with, this prayer for pre¬ 
liminary relief is an obvious afterthought, sińce it was 
not sought in SCM '3 original complaint. Moro fundamentally, 
SCM has neither a present need for, nor any ultimate right 
to, such relief — even if it c^uld establish every ele¬ 
ment of its antitrust claim. There is no logi cal nexus 
between SCM's alleged unlawful cxclusion from the rnan jfac- 
ture and marketing of plain paper copiers and its deslre 

^“s Professor Moore has noted, "irreparable injury is not 
ohown when there is no showing that dofendant ic attempt- 
ing to do, or intends to do what the plaintiff seeks to 
have enjoincd." 7 J. Moore, Federal Practiee H fiR niihl 
at p. 65-4? n. 7c (2d Ed. 197 37! - 



E 393 

Defendant'a Memorandum with Reepeot to Legał Suffioiencu 
of Plaintif f'8 Requeet for Preliminary Injunction 

to have access to Its competltor's confldentlal plans. It 
is słmply incredible for SCM to assert that lt cannot co-,- 
pete wlthout access to Xerox’ plans when Litton, IBM, 3M, 
van Dyk, Remington Rand, Repnok, the Japanese companles and 

— ltself are now tanketlne plam paper coplers wlthout then. 

Moreover, dlsclosure of Xerox' confldentlal plans 
to SCM would be inherently antlcompetltive. As the court 
n0ted ln Crystal Suwr Co. v. Cuban-Anerlcan r.n^r. 

— ’ 152 F. Supp. 387, 39^ (S.D.N.Y. 1957), affd . 259 F.2d 

(2d Cir. 1958 ), ln enjoining an acąuiring conpany's 
use of lts voting stock to obtain representation on a cor.- 
petitor '3 board of dlrectors: "Any such representation 
would glve the nominee of defendant an opportunity to be 
thoroughly acąuainted wlth the business and plans of the 
plaintiff company and thereby to limit the effectlveness 
of the competition between them." 

In additlon, to provlde SCM wlth Xerox' plans 
£ ęndente lite lnevltably would mean permanent dlsclosure. 

Once those secrets have been dlsclosed, the element of 
secrecy has been destroyed forever, and no injunction bond 
could restore what Xerox would have lost lrretrlevably. 

The short of the matter ls that by seeklng 
access to Xerox' plans, SCM is asklng this Court to con- 
fer upon lt a totally lmproper and undue compctitive ad- 
vantage. SCM cannot posslbly advance any legitlmate lnjury, 
irreparable or otherwise, flowlng from its lnability to 
pry 1 nto Xerox' confldentlal, plans. 

The absence of Irreparable lnjury ls demonstruted 
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by another fact. As Judge Pollack noted in Hel i- an v. 

United States Lawn Tennls A s o ' n . 35^4 F. Supp. 12^1, 12 ^"- 

(S.D.N.Y. 1973), "Irreparable injury, ln part, is that 

w).Ich cannot be compensated by an award of money damages." 

Put another way, the eąultable requiroment of Irreparable 
( 

injury Ig but an aspect of the claGGic reąulrement that an 
equitable remedy cannot be afforded when there is an ade- 
quate remedy at law. See , e . g. , Judge Chase 'g opinion in 
Foundry Services, Inc. v. Beneflux Corr. . 206 F.2d 21 >4, 

216 (2d Cir. 1953), where the Court of Appeals held: 

. . sińce any loss so cauced 
could, if a wrong, be adequately 
redressed by money damages ascer- 
tainable upon proof, it doos not 
constitute the irreparable injury 
necessary to juctify an injunction 
pend^nte Ute . " 

£££ g.L r -.°» v - The Maccabees . IR 3 F. Supp. 68l, 68*4 

(E.D.N.Y. 1960) ("It is we11 settled that a preliminary 
injunction will not be granted . . . where compensatory 
damages are complete and adequate."). 

Taking SCM'n plea of irreparable Injury at face 
value, and assuming (contrary to alroady cstablishod fact) 
ttiai SCM could not. market, plnin p.aper coplerr, ir the re_ 
ted preliminary Injunction dld not Imtuc, wh.utover 
ni.Miry it tulght r.uffer From cont inued exclusion from the 
field eonld be compensated in money. SCM's own complaint 
alleau- fint Xerox has excluded it and others from the field 
.-nce 1 ^ 1 1 % 16), and asserts that SCM's past injury 

t ho co from imounts to at least $1.45 million (H 68 ). what 
is moro, at the December 7, 1973 hearing, its counsel 
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elaborated at length on the methods by which the dollar 
value of such lnjury might be established. (Tr. pp. HH-kS). 
The lnjury which SCM alleges it will suffer durlng the pen- 
dency of this action is ldentical to that which it claims 
it lncurred prior to the filing of the conplaint — the 
profits it would have earned had it not been excluded by 
Xerox' allegedly unlawful acts. If SCM is able — as it 
claims — to establish its damages for the past, it follows 
that, by the time of trial, it will be Just as able to 
establish them for the period during which this action has 
pended. Hence, its ciaimed lnjury cannot be irroparable 
in the sense required by the law. 

The inherent inconsistency of SCM’s position and 
the emptiness of its claim of irreparable injury is illus— 
trated by O.M, Dronoy Beyerage Co. v. Miller Brewinr Co. , 
1973-2 Trade Cas. H 7^,797 (D. Minn. 1973). Judge Neville's 
language denying a preliminary injunction is squarely appli- 
cable here: 

"At the hearing the court suggested 
to plaintiffs' courisel that it would 
be inconsistent to argue at thls mo¬ 
ment that damages are irreparable and 
cannot be measured and therefore plain¬ 
tif f needs an injunction, and laler at 
a trial to attompt to prove damages. 

If damages are provable, it can hardly 
be sald that they are not now capable 
oT measurement ana therefore irrepar¬ 
able In view of the fact that the 
defendant is a financially responsible 
Corporation." (I_d. at p.' 95,560). 

Hershel Callfornia Frult Products Co. v. Hunt Foods. Inc.. 





= 
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111 F. Supp. 732, 735 (N.D. Calif. 1953), aopeal dlsnlrsei , 

221 F.2d 797 (9th Cir. 1955), is to the same effect: 

"With respect to the ąuestion of al- 
leged irreparable injury: The com- 
plaint demonstrates that the damages, 
if any, suffered by the plaintiffs 
are measurable and ascertainable in 
terms of money value. In fact, a 
schedule of such claimed damages is 
set forth in the pleadings. 

Under such circumstances the 
claim that the alleged injuries are 
irreparable, thus reąuiring the in- 
tervention of equity and the issuance 
of a preliminary injunction is with- 
out merit." 

The availability of an adeąuate legał remedy in 
money damages should SCM ultimately prevail on the merits 
is thus a further reason why it is not entitled to pre¬ 
liminary relief here. 

There is still another reason why irreparable 
injury is plainly absent. SCM is not a suitor who, upon 
being threatened with injury resulting from a claim of anti- 
trust wrongdoing, rushes to invoke tho aid of a court of 
equity. The complaint alleges that SCM was excluded from 
plain paper copier manufacture "no later than 1963" Ml 24), 
and asserts MI 62) that in 1964 it received a coated paper 
copier patent license from Xorox expressly limited to 
coated paper products. Yet SCM saw fit to wait ten years 


before commencing suit. The court’s holding in Yeterans 
of Koreign Wa rs v. hurabio Ou t. fi 1,1. ero Tur . , 88 F. Supp. 7 U, 
7 32 (S.D.N.Y. 19'<9), is part 1 cui ari y apt: 
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"It ls difficult to show how irre- 
parable injury would result to the 
plaintiff if an injunction pendente 
lite is not granted, partlcularly 
when it has walted almost twelve 
years before bringing the instant 
suit." 

Accord , Lunkenhe 1 nv‘r Co. v. Condec Corp. , 268 F. Supp. 667, 

672 (S.D.N.Y. 1967) (3 months delay); American Fabrics Co. 
v. Lace Art, Inc. , 291 F. Supp. 589 , 592 (S.D.N.Y. 1968) (7 
months); Glannl Cereda Fabrics, Inc. v. Bazaar Fabrics, Inc. , 
335 F. Supp. 278, 280 (S.D.N.Y. 1971) (7 1/2 months); 

Klauber Bros., Inc. v. Lady Marlenę Drasslere Corp. , 285 
F. Supp. 806, 808 (S.D.N.Y. 1968) (1 year); Helena Rubin ¬ 
stein, Inc. v. Frances Penney, Inc. , 286 F. Supp. 132, 134 
(S.D.N.Y. 1968) (2 years); Gillette Co. v. Ed Plnaud, Inc. , 
178 F. Supp. 618 (S.D.N.Y. 1959) (4 years); Ed. 4 John 
Burkę, Ltd. v. Bi shop , 14 4 F. 838 , 839 (2d Cir. 1906) (10 
years). 

SCM will no doubt assert, as it did at the Decern- 

ber 7 hearing, that preliminary relief is needed because, 

without it, Xerox' alleged monopoly will continue unchecked 

day by day and SCM's position will deteriorate. Insofar 

as a claim of deterioration of competitive position is 

concernod, it was answered by the Second Circuit in Sanders 

v. Air Linę PI lot s Ass'n , 473 F.2d 244 , 248 (2d Cir. 1972): 

"The reąuirernent that a party seeking 
a preliminary injunction demonstratc 
that it will suffer irreparable harm 
in the absence of preliminary relief 
neccssitates morę than a mere showing 
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that the party seeking relief will see 
its relative position deterlorate." 

Besides, SCM's claim cannot be taken seriously in light of 
the admltted fact that when it commenced this action, it 
had not even entered the alleged plain paper copler market 
and thus had no "market" share; whereas today it is now 
entering that claimed market with the Van Dyk machinę, to 
be augmented shortly by eąuipment of SCM's own developmerit. 

The claim that prelimlnary relief in needed to 
check a continuing ant] trust violation is erjually s pe cio u s . 
For one thing, it misconceives the purpose of a prelimlnary 
injunction, which is to preserve or restore the status quo 
in order to avoid irreparable injur.y certain to occur if 
relief is not forthcoming. Since, as we have shown, SCM 
has no need for the reąuested injunction (donial of which 
would in no way affect SCM’s market position), the continu¬ 
ing naturę of Xerox' alleged antitrust violation adds nothini 
Furthermore, SCM's argument proyen too rnuch: A doctrinr- 
permitting lssuance of a p* liminary injunction evory time 
it can be sald that a defendant's ciaimod iliogality will 
continue until checkcd would require interlocutory relief 
whenc*vcr a continuing violation of the antitrust laws is 
alleged. That is no* the law. 

At the December 7 hoarlng, SCM’s counr.el assertr d 
(i r. pp. 68-/0) that, undor GudLf ^ Westa?rn IndustrIo : •., ! rit; 
v - Great. At l antic & Pacific Ten Co.. Ayf, F.?d f,H'f (?d Cir. 
l r J7'j), a prlvate party seeklng a prelimlnary injunction in 
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an antitrust case need not establish irreparable injury 

because such a plaintiff necessarily assumes the garb of a 

private attorney generał; in other words, that SCM's burden 

io no grcator than that of the Department of Justice in 

an equitable action under Gection 15 of the Clayton Act, 

15 U.S.C. § 25. Gulf & Western holds no such thing. On 

the contrary, the Court of Appeals set forth the applicable 

standard for the grant of a preliminary injunction in lan- 

guage which could not be morę explicit: 

"We repeatedly have held that the 
two-fold reąuirement for a prelimi¬ 
nary injunction is a demonstration 
of probability of success on the 

and a showing that Irreparable 
harm will result lf such relief is 
denied . 11 (U [C F. ?d at ^92 ; emphasis 
supplied). 

What is morę, in affirming the issuance of a 

preliminary injunction prohibiting consummation of Gulf & 

Western's tender offer for A&P stock, the Second Circuit 

stressed the fact that the district court's ruling was prem- 

ised squarely on the irreparable harm which A&P would suffer 

in the # absence of preliminary relief: 

"The district court's opinion 
indicatea that aboyę a 11 elso its eon— 
clusion was based on its percoption 
of the harm that would accrue to A&P 
in the absence of preliminary relief: 

'[T]o permlt the tender offer 
to go forward could have seri- 
ous detrimental effects on A&P. 

It ls possiblo that A&P would 
be involved in a violation of 
the antitrust laws. There is 
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testimony in the record that the 
executives of A&P have already 
suffered a tremendous downgrad- 
ing of morale with junt the sug- 
gestion that the company war, about 
to be taken over by G&W. More- 
over, if this Court permitted 
the tender offer to be consum- 
mated and at some later datę were 
to find the violations charged 
by A&P, it would be almost im- 
possible to unravel the situa- 
tion.' 

We agree." (_Id. at 698 ; emphasis sup- 

plied). 

It is hardly surprising that the isauance of 
the preliminary injunction in Gulf & Wer,tern was bottomed 
"above all else" on a finding of irreparable injury to the 
private suitor, sińce Section 16 of the Clayton Act, unlike 
Section 15 ,* expressly conditionr, the grant of such relief 
on such a finding in a prlyate antitrust case. What is 
surprising is SCM's reliance on a decinion which sąuarely 
reiterates as "particularly applicable here" (id. at 69 ?) 
the Second Circuit '3 consistent position that: 

t. 

"'The purpose of a preliminary 
injunction is to maintain the status 
quo pendlng a finał dotermlnation of 
the rnerits .... It. is an extra- 
ordinary romedy, and will not bo 
granted except upori a elear show i nr. 
of probable success and pnssiblo 
irreparable injury (emphasis. that of 
the Court) . . . (j_d. u t, 69 ?, 


* pendlng such petition, and before finał dceree, 
tbe court. tnay at any tlnie make* such temporary restrain- 
ing order or prohiblt ion as shall be deemed 3 ust In the 
preinlses." 15 U.G.C. § 25 . 
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quoting from Check er Motors Corn 
v. Chrysler Corn. . F. Pd TToT o,\ 

Cir - 19691, cert. denied. n.s 

999 (1969)).-- 

Far from supporting SCM, therefore, the Culf & 

— - ern case ls Further authority for the proposition that 
the relief sought by SCM ls unavailable as a matter of law. 

In sum, any claim of irreparable injury here ls 
transparently illusory In llght of the absence of any need 
for the reąuested relief, the plain adeąuacy of a remedy at 
law ln money damages and SCM’s Inordlnate delay In commenclng 
suit. Since the statutory prerequi-ite of immediate irrepar¬ 
able harm ls demonstrably lacking, the requested prellmlnary 
injunction ls not legally permissible and must be denied. 


Viewed realistically, lt ls apparent that SCM's 
motion for a prellmlnary injunction ls a pure smokescreen. 
SCM has no need for the relief it seeks. As we have seen, 
the desired injunction, if granted, would not have any 
effect on SCM's abillty — already oy.orclsed — to begin 
the marketing of plain paper copiers. SCM's purpose on 
this motion cannot be to obtain relief it plainly does not 
require. Hather, it is to obtain from the Court an ad- 
visory opi t; ion, in the guise of a ruling with respect to 
Interlocutory; relief, on SCM’s likelihood of success on 
tłie mer i ts of this action. 

SCM's cou 


nsel candidly informed the Court in 
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chambers that it desires such a ruling to permit it to 
decide whether it should make a substantial investment in 
plain paper copiers without fear of ultimate exclusion 
by reason of the lawful assertion of Xerox' patent rights 

— an investment which, interestingly eriough, it has al- 
ready madę. In other words, SCM wants the Court to act 
as an odds-maker, and let SCM know now — in advance of 
discovery by Xerox and trial of this highly complex matter 

— what its chances are of ultimately prevailing on its 
antitrust claim. Of course, that is not the Court's 
proper function. Indeed, this Court has no constitutlonal 
jurisdiction to render an advisory opinion,* and further- 
more, the rendering of judicial advice is plainly not the 
purpose or function of a preliminary injunction. 

Any lingering doubt as to SCM’s real intention 

was totally disspelled by a letter from SCM's counsel to 

Xerox' counsel dated January 18, 197^4 (a copy of which is 

appended hereto as Appendix C). Apparently recognizing 

the weakness of its legał position with respect to the 

preliminary relief sought In the cotnplalnt, SCM offers the 

Court a blank chock to order: 

"any other relief fashioned by the 
Court to ameliorate what., after hoar- 
ing, the Court may perceive to be 

*E v en if this were an action for a declaratory Judgmont, 
which it is not, the Court could not constitutionally 
render an advisory opinion. See, c.g., Public Service 
Commission v. Wycoff Co., 3^ U.S. P37 (1952). 
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continuing and futurę harm to SCM 
or the public from violations or 
threatened violations of law; or any 
relief needed to preserve the Court's 
ultimate ability to fulfill the 
statutory obJectives and to grant 
meaningful finał relief."* 

What SCM has faiied to offer the Court is any ex- 
planation of how it can be irreparably injured by the failure 
to recei ve totally unspeclfled preliminary injunctive re¬ 
lief. It is literally unheard of for a litigant to ask 
a court of equity to grant whatever preliminary injunction 
the Court may see fit to enter. Such a prayer flies 
sąuarely in the face of the equitable requirement — codi- 
fied by statute in private antitrust actions — that a 
plaintiff establish the immediate threat of irreparable 
injury if a preliminary injunction is not granted. How 
SCM can be irreparably injured if it does not receive 
relief which it has not even defined defies the imagina- 
tion. Manifestly, SCM is gracping at straws. 

*Mr. Kaye also States that "such other relief may include 
additionai kinds of relief described in the Joint Position 
of Control Data Corporation and other companies (Exhibit 1 
to SCM's motion)." But the "interim" relief which several 
of IBM's cornpetłtnrs suggested that the Justice Department 
seej< (and which the government has not sought and the Court 
hao not granted) had nothing to do with preliminary relief. 

It was designed to tako effect a fter a finał adjudication 
that IBM had vlolated the law but bofore all the complicated 
termo of a finał decrce could be formulated, a process which 
it was feared might take years. The language of the position 
Ppf er M coulcJ nor be clearer: "The underlying assumption of 
ttiis Memorandum is that the government will establish a 
monopolioation violatlon at the trial, and a monopolization 
flnding necessarily means that the Diotrict Court will have 
found that IBM has the power to cxclude competitors from the 
market . (p. ). The totnl lrrelovance of such "interim 

relief on a motion for a preliminary injunction prior to 
trial is self-evident. 
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CO NCLUSION 

The preliminary injunctive relief reąuested in 
SCM's complaint is unavailable as a matter of law. Rather 
than preserve or restore the last uncontested statu^ of 
the parties, such relief would confer upon SCM a status 
it has never previously enjoyed. Furthermore, the immedi- 
ate irreparable harm reąuired by Section 16 of the Clayton 
Act is plainly absent. Since the prayed-for relief can in 
no event be granted, a hearing on SCM's motion would be an 
essay in futility. The motion should therefore be denied. 

Respectfully submitted, 
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Philip J. Albert, Esq. 

Messrs. Levy, Levy, Albert & 
Marcus 5 

Broad Street Bank Building 
143 E. State Street 
Trenton, N.J. - 08608 

David F. Dobbins, Esq. 

Messrs. Royall, Koegel & Wells 

200 Park Avenue 

New York City, N.Y. - 10017 


JUL 1 3 1 n ,73 

- &- .M 

V,'. I ,CA r C!0 
^ Cl .ile 

1/ Milton R. Wessell, Esq. 

Messrs. Kaye, Scholer, Fierman 
Hays & Handler 
425 Park Avenue 
New York City, N.Y. - 10022 

Matthew P. Boylan, Esq. 

Messrs. Lowenstein, Sandler, 
Brochin, Kohl & Fisher 
744 Broad Street 
Newark, N.J. - 07102 


RE: 


PITMAN-MOORE, INC., a New Jersey Corporation and 

iSu N A 0 2 T & J0HNS0N v - THE DOW CHEMICAL COMPANY 
DOW AGRICULTURAL PRODUCTS, a division thereof 
DOW PHARMACEUTICALS, a dWisien thereof and * 

Ic I SfSS-E? R fi 0 ^ “ Indlana Cor P^^ion; Civil 


OPINION AND ORDER 


Gentlemen: 


Tne óubject matter of tliis lawsuit is a contract 
executed ln 1969 between plaintiff Johnson & Johnson and The 
Dow Chemical Company ln which defendant Dow agreed to trans¬ 
fer certaln assets of the veterinary business of its Pitman- 
Moore Division to Johnson & Johnson for 4.5 milllon dollar 3 . 

: ?c r t 1 , 3 o i o tl ?r ls P red i cated upon and 16 of the Clayton Act, 
15 U.S.C. §§15 and 26. 


- 1 - 
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RE: PITMAN-MOORE, INC., etc., et al OPINION AND ORDER 

v. THE DOW CHEMICAL COMPANY, 7/11/73 

et al; Civil Actlon No. 480-73* 2 


The complaint alleges slx different clalms for 
relief: (1) antltrust violations (a conspiracy in restraint 

of trade, as well as an attempt to monopollze); (2) fraudu- 
lent mlsrepresentation; (3) breach of contract; (4) breach 
of warranty; (5) negligence; (6) strlct liability. 

The plaintiffs have moved here lnltlally for pre¬ 
liminary injunctive relief concernlng one section, 8.04 of 
this complex and multi-faceted contract. The subject 
matter of this provision concerns the disposition of bio- 
logical and pharmaceutical products which were "in the 
investigative stage" at the time the contract was entered 
into. Morę specifically, plaintiffs Pitman-Moore and 
Johnson & Johnson claim that they are entitled, under §8.04, 
to the rights to six pharmaceutical products which Dow has 
refused to turn over to Johnson & Johnson. These six 
products are: (1) Dursban - an insecticide used on smali 
animals; (2) rlfamycin - an antibiotic used in animals 
(topical, injectible and orał applications); (3) Roxllon - 
a hormone used for livestock development; (4) ronnol - an 
anti-worm preparation for horses; (5) Ruelene - a cattle 
anti-worm preparation; (6) fosplratę - an anti-worm prepara¬ 
tion . 


The defendant denies that it is reąuired to turn 
over the six disputed products under the provisions of §8.04. 

The substance of plaintiffs' demand for relief is 
that Dow be restrained from developing or marketing any of 
the products and, further, that Dow be ordered to turn over 
all right, title and interest in the products to plaintiff 
Pitman-Moore, Inc., so that company may begln its own develop- 
ment and marketing efforts. Plaintiffs insist that the 
extended delay which would result if they are unable to obtain 
the products until the finał resolution of this lltigation 
would cause them lrreparable harm. 


2 
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PITMAN-MOORE, INC., etc., et al 
v. THE DOW CHEMICAL COMPANY, 
et al; Civil Action No. *480-73. 


OPINION AND ORDER 
7/11/73 
Pg. 3 


After a careful review of the facts of this case and 
the applicable law, I am satisfied that the plaintiffs' re- 
ąuest for a preliminary injunction must be denied. 


§8.0*4 


§8.0*4 reads as follows 


"8.0*4. Dow will, before the closing datę, re¬ 
port to J & J all new pharmaceutical and biological 
Products intended for veterinary use still in the 
V.I.D., I.N.D. or investigational stage and all 
toxicity studies in progress on such products, and 
J & J shall have the rlght, with respect to such 
products intended for use by veterinarians to elect 
wlthin *45 days after receipt of such report whether 
it wishes to continue such work after the closing 
datę or have Dow continue such work. With respect 
to all other veterinary products, Dow shall specify 
whether it intends to continue such work after the 
closing datę, and, as to work which Dow does not 
elect to continue, J 4 J shall within *45 days after 
receipt of such report dellver a written election 
stating what work J & J wishes Dow to continue and 
what work shall be dropped as to products which Dow 
does not elect to continue. All work which J & J 
elects to continue shall be continued by Dow or J & J, 
as J 4 J directs, and J 4 J shall pay the total actual 
cost of such continued work after the closing datę. 

All patent disclosures or patent rights and all other 
rights pertaining exclusively to the veterinary aspects 
of such work shall belong to J 4 J." 


- 3 - 






\ ^ *' ■ < ’‘T' 


L 





E 408 

Defendant'8 Memorandum with Respect to Legał Sufficiency 
of Plaintiff8 Reąuest for Preliminary Injunction 


RE: PITMAN-MOORE, INC., etc., et al OPINION AND ORDER 

v. THE DOW CHEMICAL COMPANY, 7/11/73 

et al; Clvil Action No. *480-73. Pg. ** 


The meaning of the following phrases from the above 
paragraph is disputed: (1) "Dow"; (2) "still in the . . . 

investigatlonal stage"; (3) '^uch products lntended for use by 
veterinarians"; (*4) "all other veterinary products"; (5) "Ali 
patent disclosures or patent rights and all other rlghts per- 
talnlng exclusively to the veterlnary aspects of such work 
shall belong to J & J.". 

The plaintiffs' lnterpretatlon of these disputed phrases 
is substantially as follows: 

(1) "Dow" includes the parent Dow Chemical Company 
and all its subsidiaries, foreign and domestic. 

(2) "still in the . . . investigational stage" in¬ 
cludes all products research which Dow personnel 
had initiated, whether or not the research was 
"dormant" or had been terminated prior to the 
execution of the contract. 

(3) "such products intended for use by veterinarians" 
includes not only products which may be distri- 
buted only by veterinarians -- the so-called 
"ethical" veterinary market -- but, also, products 
which may be sold in lay chanriels — or over-the- 
counter - as well. 

(*4) "all other veterinary products" refers only to 

new veterinary products which were to be marketed 
exclusively through lay channels and over which 
Dow has the flrst option to contlnue ownershlp. 
Plaintiffs claim this section has no relevance to 
the present motion sińce all of the products in- 
volvcd allegedly fali within the category "products 
intended for use by veterinarians". 

(5) "All patent disclosures or patent rights and all 

other rights pertaining exclusively to the veterinary 
aspects of such work shall belong to J & J." refers 
to work which J & J elccts to have continued with 
respect to thelr lnterpretatlon of "all products 
intended for use by veterinarlans", in the flrst 
sentence of §8.0*4. 


*4 
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The plaintiffs basically place a broad interpretation 
upon the scope of products covered by the first part of §8.04. 

Not only drugs sold excluslvely by veterinarians, but, also, 
drugs commonly sold by veterinarians are, they Insist, encom- 
passed by such products intended for use by yeterinarians", 
which J & J had the first option to purchase. Additionally, 
the number of products covered is enlarged by the plaintiffs' 
proffered constru.ction of "Dow" and "still ln the . . . investi- 
gatlonal stage'. Under J & J and Pitman-Moore 1 s interpretation, 
the six products which are the subject matter of this motion 
clearly belong in the first category over which plaintiffs have 
a first option to purchase. 

However, Dow's interpretation of these same phrases 
contrasts sharply with the plaintiffs', which interpretation 
has the effect of either excluding the products in ąuestion 
from the operation of §8.04 or of placing them within that 
part of the provislon over which the defendant Dow has the 
first option to retain ownership. The defendants’ interpre- 
tationsof the key phrases are as follows: 

(1) "Dow" means only the parent Delaware Corporation 
and not any of Dow's foreign subsidiaries. 

(2) "still in the . . . investigational itage" refers 
to "late stage" products still under active in- 
vestigation by Dow at the time of th? signing of 
the contract, and does not cover products where 
research had been discontinued before the agree- 
ment. 

(3) "such products intended for use by yeterinarians" 
encompasses something less, suggests Dow, than the 
precedlng phrase, "intended for veterinary use", 
found earlier in the same sentence. The difference, 
argues Dow, is that the latter phrase encompasses 
all animal health products (which are capable of 
dlstributlon by yeterinarians) while the disputed 
phrase means animal health products which can only 

be distributed by yeterinarians. 


- 5 - 
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et al; Civil Action No. 480-73- Pg. 6 


(4) The defendants claim that "all other veterlnary 
Products" logically refers to all animal health 
Products not covered by "such products intended 
for use by veterinarians", meaning animal health 
products capable of over-the-counter distribution 
as well as sale by veterinarians. 

(5) "All patent disclosures or patent rights and all 
other rights pertaining exclusively to the 
veterinary aspects of such work shall belong to 
J & J." refers to two product areas. The first 

is all products "Intended for use by veterinarians" 
which the plaintiff has elected to purchase. The 
second is "all other veterinary products" over 
which Dow has declined to exercise its option of 
continued ownership and which J & J has then 
elected to purchase. 

As a result of its interpretation of these contract 
provisions, Dow seeks to exclude the six products from its 
coverage for the following reasons: (1) Rifamycln is owned 

by a foreign subsidiary of Dow, Lapetit, and, further, was not 
"still under active investigation" at the time of the contract; 

(2) Roxilon is a human, not an animal, health product and is 
also owned by LaPetit; (3) Ronnel was not under active investi- 
gatlon at the time of the making of the contract; (4) Ruelene 
was not under active investigation at the time of the making of 
the contract; (5) Dursban is a product which is sold prirnarily 
in the over-the-counter market and not solely by veterinarians; 

(6) Fosplrate is a product which is sold prirnarily in the over- 
the-counter market and not solely by veterinarians. 

In additlon to their vigorous and contrasting explana- 
tlon of §8.04, the defendants ralse another argument in opposition 
to the motion for preliminary injunctive relief, arguing that it 
would be inappropriate for this Court to attempt to interprct 
§8.04 out of context without considering the meaning of these 
phrases in light of the remainlng sections of this very extensivo 
and very complex contract. The proper meaning of §8.04 can only 
be gleaned, defendants assert, by reading it in the context of 
the entire contract. Such a task would necessarily involve a 
plenary hearing on the merits of plaintiffs' entire case. 
Accordingly, it would be improper to attempt to resolve the issue 
on this motion for preliminary injunction. 


- 6 - 
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RE: 


PITMAN-MOORE, INC., etc., et 
v. THE DOW CHEMICAL COMPANY, 
et al; Civil Action No. 480- 


al 

OPINION AND ORDER 

73. 

7/11/73 

Pg. 7 


APPLICABLE LAW 


The Third Circuit has recently enunciated four factors 
which must be present in order to grant a preliminary injunction 
(a) irreparable harm to the plaintiff absent such relief: (b) 
absence of substantial harm to other interested parties; (c) 
absence of harm to the public interest; (d) a likelihood that 
plaintiff will prevail on the merits. Commonwealth of Penn- 
syhanla ex rei. J. Shane Creamer. et al v. United stntPr. 

Department of Agr iculture , __ F. 2d . No. 72-1600. 

* nd James A. McHale, Secretary of Arrlculture v, U nited States 

IPnarrmnnf r\ f* A rr 4- ___ — " ~ " - -- 


Department of Arriculture. PcT 

(3rd Cir., November 28, 1972); In re Penn Central Transp ortu- 

■n? IC7 TT H <-3 “I O "i O Ti" *-\ r— ✓ ^ -- . ■ ■ — i . .. i 


No. 72-1661 


ó -’ I' ' ' t" 1 ^ o en t rai T ransnorta- 

tjon Company, 457 F. 2d 381, 38^5 ( 3r d C ir. 1972)T c r osk»v 
Street C oncerned Cltlzens v. Rom ney. 459 F. 2d 109 llFTTrd 
H 17 ,- i?7J.),_ c oncurrlng opłnion, itfi.ert, J., wJnkie.an ^ New 
Yor k Stock Exchanire ■ 44 5 F. 2d 786, 789 (3rd Cl Y- ' . 1 lWTF Nelso n 
^Jimor, 373 F. 2d IITH. 477 (3rd’ C lr. 1967). Seciioń irfr 
the Clayton Act also reąuires a showing, in a private suit 
as ing injunctiye relief, "... that the danger of irreparable 
loss or damage is immediate". 

We shall confine our analysis here primarily to the 
ąuestions of irreparable harm to the plaintiffs and the proba- 
biiity that Johnson & Johnson and Pitman-Moore will ultimatelv 
prevail on the merits of this suit. y 


PROBABLE CHANCE OF SUCCESS 


We notę initially that plaintiffs carry the heavy burden 
of demonstrating, by elear and convinclng evidence, a strong 
probability that they will ultimately be successful in their law- 
suit. When convlncing evidence is lacking or when it is matched 
by strong contrary evidence so as to create unresolved issues of 
fact and law, the extraord]nary remedy of a preliminary injunction 
must be denied. Cllfton Park Manor, Sectlon One, Inc. v. Mason , 
137 F. Supp. 324, 325 (D • Del'. 1955) i North Carolina Natura] Gas 
Corp. v. United States . 200 F. Supp. 7^0, 743 Td. Del. 19 Ó 1 ); 
Eyenlng News Pub. Co . v. Allied Newspaper Carrlers, 149 F. Supp. 
460, 463 (D.N.J. 1957); Olog Cassini. Inc. v. Couture Coordinates. 
Inc., 297 F. Supp. 821, 632 (S.D.N.Y. 1969). 
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The plaintiffs here have extracted one provision from 
an extensive and detailed agreement and offered their inter- 
pretation of lt, supported largely by self-serving affidavits 
and selectlve ąuotations from depositions. The defendants, 
ln their turn, suggest a different interpretation, supported 
by similar documentation and argument. After examining all 
of the relevant evidence, we can only conclude that plaintiffs 
have presented us with a possible interpretation of §8.04, but 
hardly one which precludes all others. In particular, plain¬ 
tiffs ' analysis of "such products intended for use by veterin- 
arians" and "all other veterinary products" appears somewhat 
strained. The underlying difficulty, however, is the attempt 
to devine Johnson & Johnson’s and Dow's intentions as to the 
pharmaceutical products by analyzing only a fragment of the 
disputed contract. Clearly, some of the apparent ambiguities 
of §8.04 would be dispelled following a plenary hearing; how- 
ever, a full-scale hearing on the merits of the entire case is 
obviously not appropriate in a motion for preliminary injunctive 
relief. Accordingly, in view of the unresolved issues of fact 
and law still before the Court, it cannot be said that plaintiffs 
have satisfled the burden of showing a likelihood of success 
on the merits. 


IRREPARABLE HARM 


Similarly, we are not persuaded that the plaintiffs 
will suffer irreparable harm if these six disputed products 
are not turned over to them immediately. Certainly neither 
the parent Johnson & .Johnson nor Pitman-Moore ouggested that 
they would be forced out of business or would be unable to 
pursue this litigation should the preliminary injunction not 
be granted. 

Plaintiffs do argue that, sińce most of the product 3 
in ąuestJon are not yet fully developcd, any delay in develop- 
ment and subseąuent marketing by the plaintiffs may result in: 

(1) a shortened period of patent protection for the products; 

(2) elimination of the products from the market by newer, morę 
effective products, and (3) maintenance of an unfair competi- 
tive advantage by Dow over the plaintiffs as a supplier of 
veterinary products. 


- 8 - 






E 41:3 


Defendant 'e Memorandum with Reepect to Legał Sufficiencu 
of Plaintiff'8 Reąueet for Preliminary Injunction 


RE: PITMAN-MOORE, INC., etc., et al 
v. THE DOW CHEMICAL COMPANY, 
et al; Civil Action No. *<80-73. 


OPINION AND ORDER 
7/11/73 
Pg. 9 



Drevail il ^°" fldent » however, that should the plaintiffs 
P all ln this case an accounting for lost 


THE MATURĘ QF THE RELIEF REQUE3TED 


lrreparablf^harm anfprobabiHty o? s^ccess^stef ° f 

held, that is: the owner nf t-ho «=, hlch , it has neve ** before 
subject matter of this litio-nn X p ^° ducts which are the 
consistentlyrefused^to^counfpna n * The Third C1 ^ult has 

whose effect is to alter the oh? 06 a prelirninar y Injunction 

party in a new posi?ion wMoh^ lf ' is ^lf nt V nd place °" e 
through the litigation. -eeking to make permanent 

293 (3rd CU — T u bui Br M a * P3ctures V | - Glttnnp , 1 10 F . 2d 2g2 

dlstributor io refuśe furni-h^h " th ? f 1 ?!? 1 ° r th = defendant 
first-run mov?ng P?”u«8^ TOe J heatro Wlth 

reąuested preliminary inluńrn™ Diut f 1 ct Court granted the 
furnlsh =u? h f ? !? n ł p - ” q “. 1 £ ne ^e defendants to 

o? ^preliminary^njunc tlor^ls a^wereJ™! 1 " 8 

«! nd " : sed £ 

the pendency of the action t<- y ^ ?? e 

~-: red " pSfl ™ 
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V. THE DOW CHEMICAL COMPANY, 7/11/73 

et al; Civil Action No. 480-73. Pg. 10 


"In the present case the trial judge found that 
the exhibitor plaintiffs have suffered and will 
sufler irreparable loss unless given injunctive 
relief. The defendants strongly urge that this 
finding is not supported by the record. We 
need not decide this guestion, howeyer, for we 
are elear that the effoct of the preliminary in- 
.lunction which the Court granted was not to pre- 
serve the status guo but rather to alter the 
prior status of the parties fundamentally. Such 
an alteration may hę directed only after finał 
hearing, the offico of a preliminary injunction 
being, as we have polnted out, meroly to preserye 
pendente lite the last actual noncontested status 
which preceded the pending controversy. . . , 

Irreparable loss resulting from refusal to accord 
the plaintlff a new status, as dlstlnguished from 
interference with rights preyiously en.loyed by 
him, does not furnish the basis for interlocutory 
relief . 11 (Emphasis added.) 

See, also: Sylyąn Seal Milk, Inc. v. Mllk Control Commlsslon , 

264 F. Supp. 1001, 1005 (E.D. Pa. 1967) (three-judge court); 
Kontes Glass Co. v. Lab. Glass Co., 250 F. Supp. 193, 195 (D.N.J. 
1966) aff’d 373 F. 2 d 319 ( 3 rd Cir. 1967); Bali v. Paramount 
Pictures, Inc ., 57 P. Supp. 505, 507 (W.D. Pa. 1944); N.W. 
Controls, Inc. v, Outboard Marinę Corp ., 317 F. Supp. 698 , 704 
Td! Del. 1970); Tully v. Mott Supermarke ts, 337 F. Supp. 834, 8 51 
(D.N.J. 1972). 

I am satisfied that this case falls sąuarely within 
the Warner Bros , rationale. Johnson & Johnson and Pitman-Moore 
are attempting to alter the last uncontested status quo, l.e. 
the position of the parties before the contract was entered into, 
with respect to these six products. The granting of a pre¬ 
liminary injunction would place the plaintiffs in a preferred 
position, a position which they have never held before and which 
they seek to make permanent by this action. Under these cir- 
cumstances, a preliminary injunction should not issue. 
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RE: PITMAN-MOORE, INC., etc., et al 
v. THE DOW CHEMICAL COMPANY, 
et al; Civil Action No. 480-73. 


OPINION AND ORDER 
7/11/73 
Pg. 11 


. Accordingly, for the reasons stated above, the plain- 
tlffs motlon for prelimlnary injunctive relief ls denled. 


Very truły yours. 



George H. Barlow 
United States Dlstrict Judge 


GHB/ebJ 


U- 
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SCM to Market 
High-SpeedCopier 
Madę by Van Dyk 

Contract Calls for Firm to Buy 

A Minimum of $6 Million 

Of Machin ery for Leasing 

* ^ 


«J/" "'.\LL STm.r.T St.,<r Rt,,„rur 

.. Y ORX-SCM Corp. said it wlil market 

the hljh-speed. plain-paper Office copler madę 
> \an by.< Research Corp , which fafcd ear- 
, r 'h * ye.tr to complete a proposed merger 
into Apeco Corp. ° 

.. ‘i"? łt wnl1 buy at least 56 million of 

ne \ an Dyk copiers, und»rr a contract that it 
tan terminale during the flrst slx monlhs The 
contract provldes for SCM purchases of $»2 
■ilflion of copiers over two years and for nn ex- 
tenson at SCM's option. 

Van Dyk will continue to market the copier 
under its own name. And SCM said It wlil cen- 
.Inue to dev» : op its own plain-paper copier. 
"'■*.!en i: exp«c:s to introduce in 1975 . 

*an Dyk, a amall concem based fn \Vhlp- 
any. N J.. m.akes a plain-naper machinę "ha: 
nn produce t >X) cnpies an hour, curr»ntlv the 
■utest ratę available. Apeco, of Chicago, i 
agreed last March to acąuire Van Dyk, and 
shareholders of both companles voted once in 
favor cf the transaction. 

Hnwever. in September. after a Sharp drop 
in the market valuc of the Apeco stock that 
would havc been issued to Van Dyk sharohold- 
ers. thr companies satd thcy would ask holders 
to vote again on the basls of new Information 
atout Apero's fcank loan ngrcemcnt and about 
the finaiKial status of both companles I.ater 
that month. relations rcachcd an impasse, and 
tlie afreement was allowed to expire. 

SCM h is long inade the less popular copiers 
that use spec • a 11y coated reproduction p.irer ' 

I .ist Juty. SCM nled a civtl antltrust suit ac- 
cusmg Xerox Corp, the dominant copier) 
meker, of monopollung the plain pap»r copier! 


business, princlpally through its patent posl- 
tfc-n. Xerox rephed that the charges were 
"completely without merit.” The suit is pend- 

'"*• I » 

SCM will buy the Van Dyk copiers outright, 
but ch?.rge customers on a per-copy basu Paul 
H. Elicker, presidcnt of SCM, said there would 
be "a minor negaUve effect on SCM* earn- 
ings“ for the balance of the fisca! year ending 
June 30. 6 
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January 18, 1974 


Stanley D. Robinson, Esq. 

Kaye, Scholer, Fierman, Hays & Handler 

425 Park Avenue 

New York, New York 10022 


Re: 

Dear Stanley: 


SCM Corporation v. Xerox Corporation, 
Civ. No. 15807 


inq concern i nn ^ ltln ^ ^°. avoid any possible misunderstand- 
SCM anS ? he P rellminar y injunctive relief sought by 

that a reUef? X le9al defc " ses b ° th. grantfng ol 

Ęa1 , , , In its brief to be submitted to Judae Newman 
orani a k 5 5° sl " the ^istcncc of the Court^s power'to 

•si&tzuw;; h ts 

u 53 e of m ir r L in ^T tive 

^TSin^parf^api^ro^the^eideS Complaint) 
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V 1< l'. M 

Stanley D. Robinson, Esq. 2 January 18, 1974 

SCM considers that such other relief may include 
additional kinds of relief described in the Joint Position 
of Control Data Corporation and other companies (Exhibit 1 
to SCM’s motion); any other relief fashioned by the Court 
to ameliorate what, after hearing, the Court may perceive 
to be continuing and futurę harm to SCM or the public from 
violations or threatened violations of law; or any relief 
needed to preserve the Court’s ultimate ability to fulfill 
the statutory objectives and to grant meaningful finał 
relief. 


Sincerely, 



S. R. Kaye 

SRK: er 


cc: Hon. Jon 0. Newman 
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UNITED STATUS D1STRICT COURT 
FOR THE DISTRICT OF CONNECTICUT 


X 


SCM CORPORATION, 


Plaintiff, 


-against- 

XEROX CORPORATION, * -- 

Defendant. 


Civii No. 15807 


X 


SCM'S MEMORANDUM IN OPPOSITION TO 
XEROX’S CONTENTION THAT AS A MATTER 
OF LAW INJUNCTIVE RELIEF IS NOT 
AVAII.ARLE ON SCM' S MOTIOIJ FOR A 
PRELIHJNARY INJUNCTION _ 

I i i ti" od uC L J. O i i 

In dirccting this briefing, thc Court nas focurr 
on tv/o matt.crs: Xerox's contention that the relief r.ough 
by SCM goes beyond the proservation of thc status quo for 
which, upon a proper shoving, a preliminary injunction 
ray issue; and thc guestion whether thc injury v’hich SCM 
scehs Lo prevcnt is the type of irrepnraUe injury that 
justifios pre.'iir.irary injunctivc relief (Menormdun 
Docision of January 3, 197-1 at p. 0). 

n oints 1 and II of this memorandum arc a dis- 
cur.fiion of partinrnt principlcr: and author.it jor which 
show that Xcrox' r> contcntionn ć>s to thc proseryntion 
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ot the status cjuo aro erroncous; that the injury SCM 
soehs to prcvent to itself and the public is irreparable 
and does justify preliminary injunctivc relief; that 
judicial Power exists to grant a broad rangę of preliminary 
Prohibitory and nandatory relief in the circunstances of 
this case upon a hearing; and that it cannot be concluded 
as a matter of law that SCM'o motion for a preliminary 
mjunction should bo denied. Point I also ineludes a dis- 
cussion of the impact of the public interest on the 
standards to be a rP licd in determining that motion, and 
the breadth of relief which can bo granted accordingly. 

Point III discusses this Courfs power to grant 

[O rn rir.C n .t ** ^ i ... „• 

— ^ ~i' ** *-* i *- cix»..xnur*v j.ii j Uiku Liuii ii^nriny • 

Point IV discusses the kinds and extent of preliminary relief 
v’hich concoivably can bo granted after such a hearing in the 

light of thc spccific factual and legał clains r.ade by SCM. 
Such relief is that doseribod in paragraphs 49 to 53 of the 
Amondcd Coi.iplaint, and such othor or further or alternative 
relief as the Court nay decr. just including additional kinds 
of relief .leseribed in tho Joint Position of Control .Data 
Corporation and othor conpar.ies (Exhibit 1 to SCM'c motion 
of Novonber 16, 1973), and othor relief fashioncd by thc 
Court to ameliorate wliat, after hearing, the Court nay P er- 
cri\o to be eontinuing and futuro harn to SCM or the public 
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fron violations or threatencd violations of law; or any 
relief nccdcd to prcscrve the Court 1 ?; ultinato ability to 
fulfill the statutory objectives and to grant r.eaningful 
finał relief.* 

POINT I 

jurnciAL rotncR exists to fashiom 

Tur: DROADEST POSSIBLE RANGĘ OF 
PROUIEITORY AMD .MAMDATORY PRELI.M- 
INARY RELIEF, IN VJIIATEVER WAY THE 
STATUS QUO IS VIEV7ED_ 


A. THE FACTUAL ASSUMPTIONS OF 
XEROX'S VIOLATIOMS OF LAN 
THAT UNDERLIE THIS MOTION 

Xerox's demurrer to plaintiffs motion for a pre- 
lininary injunction only challenges the existcncc of the 
power of this Court to grant any eguitable relief after a 
hr.irjnn or» of SC.M'n rr.o t i oh for prclir.inary in 

junction. Thcrefore, it nust be assumed for purposes of 
te3ting that uemurrer that SCM will establish at the hoaring 
the truth of its clairas and allegations, i ,e . , it must be 
assumed that the Court will conclude after the hearing that, 
on the proof adduced by the parties, SCM has denonstrated to 
a legał certainty (or at least SCM has shown the strongest 
possiblc likelihood of ultimatoly denonctrating) that: 

See SCM' n noticn for a prelininary injunction dated Novep.bor 
IG, 1073, and paragraph 54 and NHEREFORE clanso of the Amendod 
Conplaint. See also letter of January 13, 1974 iror. S.R. Kayc 
to S. D. Robinson, a copy of v;hich was forwardod to the Court. 
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Xerox nas violated and threatens to 
continuo to act in violation of Sections 
1 and 2 of the Sherman Act and Section 7 
of the Clayton Act in the manner alleged; 

Xerox's acts and threatened acts, 
and their effects and threatened effects, 
are uniawful as alleged; and 

As a result, SCM, other potential and 
actual competitors, users of plain paper 
Office copiers and the public genera]ly 
have been and will continuc to be injured 
by being deprived of or restrained from 
the opportunities and benefits of fuli and 
fair competition, and by being reguired to 
shouldcr the burdens of Xerox's monopolistic 
and anticompetitive acts and their effects. 


Given thosc a s sumpt i on s, it is, SCM contcnds, incon- 
ceivable that this Court lacks any cnuitable rower to grant 
any relief on SCM • s notion for a prelininary irrjunction. As 
v;e show, a court of eguity focusns on the nceds for relief in 
the light of possible or apparent violation.s; and when found 
to exist, it fashions the remedies so as to best fulfill thosc 
needs and to abatc thoso violations and their effects. 


In whatcvcr way analyzed, Xorox canr.ot sustain itr. 
pocition that SCM's notion for a prelininary injunction should 
h ° donic,:1 as a matter of law in advance of the hcaring on the 
meritr. of that notion. In order for Xcrcx to succeod on itr 
contentions, it nust, as v;i th a notion to disniss under nule 


it nust, as v/i th a notion to disniss 
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3 2(b)(6) .in respcct of finał relief*, negate every and cny con- 
cc:ivable possi.bility that relief can be yranted after hearing 
ot SCH' s motion for a preliniinary injunction. This it car.not do. 


The granting or denial of relief, and if granted, the 
naturę and extent of that relief, are entirely dependent on SCM's 
cuccesn or lach of success, after submissions by both partics at 
that hearing, in ranking a proper affirmative showing. To tako the 
most extrrme examnle, it is at least conceivable that SCM can 
eotablish ar. a matter of law on proof submitted at the hearing, 
that Xcro:: had a nonopolistic 100 o market share until 1970, and sir cc 
then moro than a 99" monopolistic share of the relcvant nlain paner 
officc copier eubmarket.. In such a case, Xcrox's indisputable 
purchascs and accjuisitions of patented and unpatcnted tcchnology. 


sfcc.’: and et ha;* nnnckó, iLs ćaCj ubiw mjj uyiut-jiLa, j.iu rciusair co 


doal and its other rcctraints arc per se illeyal. See Handler 29 
Yeorr. of Antitrust at 59-56, 276, 365-3C6, 368, 693 (1^73). 


Likewise, to use but one other example, it is at least 
conceivable that SCd can show as a matter of law that in a relevant 
siarkę t most broadly contendcd for by Xerox in which it nevcrthe- 
less pocsesccs a substantial share, Xerox's rurchar.es and aogui- 
sitions violate Section 7 of the Clayton Act. 


If and to the cxtent cuch showings are madę to a lega?, 
ccrtainty on the hearing of a motion for a prelininary injunction, 


rody: v. <' i; 7so n 39:» U . S. 41, <15-46 (] ol >7); Ii.yi n es v . K ornu - , 
A 04 U.S. 5 lT; '”520-521 (1972); r . R. C . P . nule 5'«fTc) ; Ar. notatko n 
16 A.h.R. Fcd. and enses citod theroin. 
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the Court poscosses the rovor, which shnnin 

' vmcn snould be exercxsed to crznt 

Esroanent relief. See Point III, bclow. 

13. THE l.MPACT OF THE PUBLIC 
INTEREST OH THE BPJJADTH OT 

JUDiCT/Mj power 


Whether a wotion for preliminory injunction should 
be granted or denied, and, if granted, what the naturo and 
e.xtent of the relief should ba, are guestions which dopend 
upon the Łun total of the Court-a conaideration. wcighing 
and halanoing of various factorr, no ono of which is 
ordinarily deterninative. We discusa thoao factora horę. 

Defore roaching such concepts as status ouo and 
irreparable injury in the analysis of the breadtli of the 
CourL's power to fashion prelininary injunctivc relief, 

thfi Court ' s P°wor to determine "ho w best to creato 
or ! roaervo a state of afffaira" during the pendency of the 
act.ion to enahlo it to render a meaningful finał dęci sic n for 
the rartiea*) it is necessary fiest to deseribe the inpact 
of the public interest in the consideration of the notion. 
lor, not only arc the interestn of the plaintiff and 
defendant involvod in thio action, the public interest 

Ulso mvolvcd and i« the most important interest frerr. 
the Court’s standpoint. 

* Dcvclopnen*r ł-u,% T 

'fÓĄ , ToT."—l?r^“n-drrV " ems, ?3 iiarv. t,. }> cv 
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i 

When plaintiff, as SCM here, acta in the "dual 
role" of privatc party and private attorney generał, it 
is the public interest v.*hich is the "paranount" factor 
to be considerod in determining a motion for prelininarv 
injunction. To the ext.cnt r.hown on the hearing of that 
motion, if it appears that the defendant.is prococding 
in violation of the antitrust laws, a preliminary in¬ 
junction serves the public interesŁ as much as the plaintiffs 
privatc interests. Culf ł Western Industri es, lnc. v. The 

Creć.t A ._ f< P. Tea Company, lnc. , 47C P.2d 6C7, 69C--G99 

(2d Cir. 1973) (hereafter " Culf & Western "). 

v;hcn, as is shO’,;n by 3(JM 1 s Amcnucd Cor.piaint, 
the alleged violations of the antitrust lav:s have great 
magnitudc and far-reachiny conscguences, the public 
interest reguires the ą^plication of t!ie sar.e standards 
in dotermining a privatc party's motion for a j;relininary 
injunction as arc applied in dotermining such a riction 
nade by the cjovcrnmcnt ( Culf f, We stern, 476 F.2J at f.93, 
v ’hcre Culf & Western' s neguj cition cf stock of A Ł P v:as 
challcngcd as violativc of the fedcrnl securitics Jnes and of 
Section 7 of tho Clayton Act.) . It is "the standards of the 





E 429 

SCM'e Memorandum in Opposition to Xerox’B Contentiun that 
as a Matter of Law Injunative Relief te Not Available 


Public intrrest and rot the rcqu.i rements of private litigation 
[which] measure the propriety and nced for injunctive relief" 
in cases involvinq violation of r.tatutes. Hecht v. Bowles, 

321 U.5. 321, 331 (1944). The antitrust laws exnrcss one 
of our strongest fundencntal national policies, a public 
oolicy in favor of the promotion of connetition and the 
restiaint of actual and incipicnt nonopolintic and anti- 
competitive practices. Perma Łifo Muf firm. Tn r_ v . j^te*.- 
Parts Corp. . 392 U.S. 134 (1968). 

When the Public intorest is elear, pervasive and 
vital on the record develoeed in the preliminary injunction 
hearing, any doubts whether the injunction sought is necessary 
to safeguard the public interest "should be resolved in favor 
of granting the injunction." Cu] f & Wer,te rn. 4 7C F.2d at 
699, citing United Staten v. First N ational City Bark . 379 

U.S. 378, 333 (1965); Mitche ll v. Pidcock , 299 F.2d 281, 287 
(5th Cir. 1962) . 


At the instance of a private party, where 
"federally protected riohts have been invadod, it has been 
the rule from the beginning that courts will be alert to 
ad jur. t their remedios no as to grant the neccssary relief." 
ncll v. Hood, 327 U.S. 678, 684 (1946); soo also J. T . Cat ^ 
v. Rorąk, 377 U.S. 426, 433 (1964). Moreover, when such 
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matters are invested with a public interest, "Courts of 
eouity may, and freąuently do, go much farther both to givs 
and withhcld relief in furtherance of: the public internst 
than they are accustomed to go when only private interests 
are involved." Virginian Railway v. Federatior. , 3 00 U.S. 
515, 552 (1937). 

C. In Whatever Way the Status Quo is Viev;ed, Judicial 
Power Exists to Fashion the Brondest Fcssible Rangę 
of Prohibitory and Mandatory Preliminary Iniuncti^e 
Relief. _ 

Xerox says that "the only proper function of a 
preliminary injunction" is to prcserve the status quo 
(Memorandum of December 4 , 1973, at p.5) . Ono series of 
questions raised thereby is: 

(1) What is the "status quo" to be oreserved, 
particularly when the Court finds that there is a likelihood 
that the defendant is vio)ating or has violated a stauute; 

(2) To what extent can the Court change the 
State of affairs or alter the rights of the partios as 
they existed at or prior to the commencement of the 
action? 

Chief Justice (then Circuit Judge) Taft stated morę 
than 80 years ago: 

"The Office of a preliminary injunction is 
to preserve the status quo until, upon finał 
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hearing, the court may grant fuli relief 
Genera.i.ly, this can be accomplished by ań in- 
punction prohibitory in form, but it someti-es 
happens that the status quo is a condi?io£ 

Ł 

^r 0 h L ap ?n cals 

Tol^ beforeC °»'® t = a °e is U hoard S on e i?Tm«iS " 
sf- T sa- *iu*74i Co ~ - 

He went on to observe that sińce Lord ThurloWs tirr.e, 
the preliminary mandatory injunction has been usod to remove 
riparian obstruotions bocause or the 'rights of riparian owners 
to the continuous flow of the stream without obstruction. There- 
fore,he reasoned, "an obstruction to the fiow of interstete 
freight must be preliminarily enjoined,even though it reguires 
mandatory injunction.” ibid. In that case, on the record 
developed on the motion for preliminary injunction. the Court 
hdd that the defendant union was unlawfully obstructing the 
flow of Interstate freight, that such obstruction was causing 
irreparablc injury to the plaintiff railroad (because of the 

inadeguacy of moncy danages), and therefore the preliminary 
injunction was granted. 


On this view, there is no talismanic phraseology 
that determines the issuance or denial of a preliminary injunc¬ 
tion. Ali of the facto of the particular case have to be camined 
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to determine the naturo of the status quo which has to be prc- 
served in order to avoid irreparable injury to the plaintiff. 
This, preservation of the status quo cannot mean prescrvation of 
a situation in which interstatc commerce is obstructed by the 
continuing effects of present or past likely violationa of the 
antitrust laws, or by threatened new aets which also are likely 
antitrust violations. Accordingly, upon a proper showing at 
the preliminary injuncticn hearing, the Court possesres broad 
power to grant preliminary injunctive relief to restrain those 
effects or those new threatened acts. 

This approach is consistcnt with what was said by the 

* 

Supreme Court in United States v. American Tobacco Company , 221 
U. S. 106, 108 (1911) . The Court he.ld that, as a matter of intc 
relief pending the bringing about of permanont relief ('./herc 
the Court had held that defendants violated Section 2 o r the 
Sherman Act, an assumption which also must be madę at this 
juncture with respect to Xerox's conduct), the defendant 
should be restrained from doinp any act, by any means or dcvice 
whatsocver, to cnlarge its monopolistic power. In the weiphing 
and balancing process involved in determining a motion for 
preliminary injunction, tłie Court likewise possesses the power 
to qic»nt preliminary injunctive relief against any acts whicłi 
may perpetuate or enlarge the defendant's liltely monopol ist i c 
powers, or the effects of its other probable past and futuro 
antitrust violations. 





E 433 

SCM'8 Memorandum in Oppoeition to Xerox'e Contention that 
ae a Matter of Law Injunctive Relief is Not Availakle 

In analyzing a number of State court decisions it 
has been concluded that "a conimon exception to the status auo 
rule is found in cases involving acts prohibited by statutes." 
Developments in the Law - Injunctions , 78 Harv. L. Rev. 994, 1057 
(1965). The Review goes on to point out that courts "have cx- 
plained that 'the status quo could never be a condition of 
affairs where the respondent would be permitted to continue the 
acts constituting that violation'". Ibid . 

The federal courts, including the Second Circuit, follow 
the sane principle where the record developed on a motion for 
preliminary injunction shows a reasonable ground to believe that 
thcrc rc a violuficn of a fooera 1 sLawuto expressxng a pupile 
policy. 

Judge Mulligan stated and held in banici son v. Loca1 275, 
Slip Opinion No. 972 (2d Cir., May 31 , 1 973) (not yet officially 
reported),with respect to a likcly violation of the National 
Labor Relations Act* : 

"As we havc had occasion to point out recontly a basie 

purpose of a preliminary injunction is to maintain the 

* In Panic lson , as in MCI Cor ar. nn icat i ons C<~>. v. American Tolo- 
phone Ł Tele gr aph Co. , diseuesed 1nfra , preliminary injunc- 
tive relief was granted pur.suant to statute, in furthernnee 
of the jurisdiction of a federal govcrnnent agcncy, rather 
than, as herc, pending a finał determinati on by the Court. 

The cquitable standards for issuance of a preliminary injunc¬ 
tion aro the same in both situations. (F.g., Daniclsot. , Slip 
Opinion at 38 9PJ 
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status guo . [C.itations omitted] The failure 
to issue an injunction herc maintains not the 
status c[UO but protects what the court below had 
found the Board has reasonable ground to believe, 
is a violation of the statute." (Slip Opinion, 
p. 3901) 

In Danielson , the State of affairs which existcd at the 
commencement of the suit v:as picketir.g which had been going on 
for t.hree months by mcmbers of the defendant Union. That State 
of affairs was changed by the prohibitory prcliminary injunction 
against further picketing pending a determination by the National 
Labor Relations Board of the unfair labor practice charge. 

The Second Circuit has also affirmed the granting of pro 
hibitory preliminary injunctive relief which created a State of 
affairs different from the long pre-existing State of affairs. 
in a civil context v;here t.here was no statutory violation or pub- 
lic interest factor. For example, in Unicon Managcr.ent Co . v. 
Koppers Co. , 366 T.2d 199, 204 (2d Cir. 1966) plnintiff had 
manageu a division of defendant for a ]ong period of tine prior 
to the commcncement of the action. Defendant moved for and was 
granted a prohibitory preliminary injunction. That injunction 
during the pondoncy of the action restrained plaintiff from 
denying defendant the right to manage the division; it restrained 
plaintiff from denying defendant access to the offices of the divi 
sion; it restrained plaintiff from .carrying on any business of 
the division wit.hout defendant* s consent; and it granted other 


relief. 


Although prohibitory in form, it was affirmative relief 






o 
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which was the substantive equiva]ent of a mandatory preli- 
minary injunction directing the plaintiff to turn over Manage¬ 
ment of the division to defendant during the pendency of the 
action. 

was citcd favorably in Nat ional Ass ocją- 
t^gn Lc tter Carricrs v. Sombrot to, 4'19 F.2d 915, 921 (2d Cir. 
.19/1), where Chief Judge Friendly cautioned that aithough the 
tiaditional functicn of a preliminary injunction is to preserze 
th° status quo, such "generaliti es, like 'canons' of statutory 
construction, cannot be mcchanically applied." The Second Cir- 
-uic in be t, t er Carric rs reversod the District Court's denial of 
injunctive relief and grantcd a mandatory nreliminary injunction 
oastmg the individual defendants of control of a Local Union and 
imposing a trusteoship in favor of the plaintiff parent union. 

Sucli relief was found to be cor.templated by Congress, just as 
Congress contemplated the granting of proliminary relief in pri- 
vate antitrust casos. Sce £ 16 of the Clayton Act, 15 U.5.C. 

S 26. 

A rocopt. instanco of drastic mandatory affirnative relief 
during the pendency of an actj.cn, where an entirely new State of 
uf fair s was created, is MCI Co mmu nicat icn s Co . v. Amer ican Te)e- 
.Telegraph Co . (b.u. Pa., December 31 , 1974) (Unrcported 
Findings and Opinion*). In that casc, District Judge Ncwcomcr 
grantcd a mandatory prelimiaary injunction directing the dcfondant 




* A copy of such Findings and Opinion. accompanies this Memorandum. 


S 
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ATŁT to make certain typcs of interconnections of its telophone 
lines with plaii.ciffs private telephone service. 

In granting that injunction, Judge Newcorner had concluded 
that based on the preliminary injunction record, plaintiffs had 
shown a substantial probability of success in ultimately dernon- 
strating that AT&T had violated the Federal Communications Act 
and orders of the Federal Communications Commission (p. 21). 

In addition to his findings concerning private injury, he 
found public injury. First, he found that if plaintiff, one of 
the few competitors of AT&T in the field of interstate private 
linę scrvice, werc to go out of business or even if only its 
growth were stunted because of the lack of interconnections the 
public would be "dcnied the benefits of vigorous coinpetition for 
the private linę market". Second, he found that the public in- 
tcrest would be served by the preliminary injunction, because any 
success by AT£.T in disobeying the Commission's orders "would deter 
potontial competitors of AT&T in the provision of private linę 
services". Third, he found that the injunction would sorve to 
uphold the ir.tegrity of the Communicati ons Act and the Commiss ion' s 
orders and regulations under that Act. (p. 20). 

In the MCI case, although plaintiff previously had bcen 
able to make some less desirable arrangcments with sonie AT&T 
subsidiari.es, AT&T had broken off negotiations and refuscd to 
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deaJ in the manner sou 9 ht by plaintiff*, after two years of 
effolt by plaintiff to obtain an agreoment with ATST for the types 
of interconnections and service which the Courfs preliminary ia - 
lunction ultimately dirocted ATST to provide during the pendenoy of 
the action**. In addition, the Courfs order (p. 41 ) directed ATST 
to vote its shares of stock in various subsidiaries to aid in effoc- 
tuating the required interconnections and service. 

analoav ful ł^ ćiscussed in Point II, this bears pertinent 

analogy to the circumstances here. As SCM intends to nrovn it 
the hearing, sińce 1963 Xerox has repeatedly refused to orant 
SCM s reguests for patent licenses relating to plain n r !£«■« 
copymg. Xerox was only willing to grant SCM patent licenses >-e- 
lating to coated paper office copying, a less desirable fnrm f 
copying Xerox•s "offers" in 1970 and 1973 of ticenses as to a 
^ ° L lts pla * n pa P er Office copying patents embodying oJd tech- 
nology were illusory (see Amended Complaint 127 (o) ). In anv cve^t 
those offers to license (which were in no way comparable to the 

f eq !f ested b y SCM ) w « 2 re wholly insufficient to meot the 
technologięal needs of a present or futurę potential competitor. 

refusals to oeal with SCM are shown on the hearina 
to be likely antitrust violations, the Courfs cguitable power 

Soubtod SltUatlon the pendency of the action canno?be 

cing its patents against SCM. entorce or enfor- 

ot the unaLuaMUty r oriILrnItive łmPOSed °V bocauso 

Club. S 3!i a F S °t‘pp ‘“^° r 5^°% C n te ?.. i " 1 g^ d -£ 1 -E ^ a - »°rld Poch ew 
- FP ątJ -‘ Ji4 (C * D * Pa * i972) for the pFinciple "ttiat : 

do.Tii nlnt^ompanies * tc^kcer^oper^the^oeret^of 9ran ‘ 0d *■**«»» 

- - 
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A highly pertinent antitrust exai.iple of the existence 
and exercise of the Court's power to create a new State of affairs 
and r.ew rights during the pendency of ^ne action by way of a pre- 
liininary injunction order on findings of likelihood of violation 
and irreparable mjury, is Judge Higginbotham's decision in 
Phi lade l phia World llockey Club, Inc . v. Philadclphia Hockey Club , 
Inc . , 351 F.Supp. 462 (b.D. Pa., 1972) (hereaftcr “ Phi ladolphi a 
World Hockey Club "). 

In that case (morę fully discussed below with respect to 
tiie concept of irreparable injury as well as in Point IV relat- 
ing to paragraphs 49, 51 and 53 of the Amended Conplaint), the 
Court's preliminary injunction order rcstrained the defendant 

National Hockey Leaguc (NHL), its member clubs and teams, from 

a 

further prosecuting, commencing or threatening to commence 
any legał proceeding to enforce the exclusive rights pro- 
vided to the NHL teams in the "reserve clause" of the standard 
NHL player contract. Although Judge Higginbotnain doubted that 
plaintiff World hockey Association (W1IA) v/ould ultirnatoly succeed 
on its claims that the defendant vioJated Section 1 of the Shorman 
Act, he did not uoubt its ultimate succcns on its claim that tho 
defendant violated Section 2 of the Shorman Act.* (351 F.Supp. at 
504) . 

* ITtKiTt o”i'iŁjg i ii bot haiu '1T ~decision did not constitute a holding as 
a matter of law that the dofendants violatcd Section 2 of the 
Shorman Act bouausc, der.pite the vcry great show) ng of likelihood 
that the NHL kad violatod that rtatute, therc still rcmained 
some genuine iscues as to materiał facts. 351 F.Supp. at 4C7. 


.. J 
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In granting the preliminary injunctive relief against 
any attempted enforcement of the reserve clause, he held that al- 
though the defendant NHL had not prevented the birth and had not 
caused the demise of its infant competitor the WHA, "the operation 
of the antitrust laws need not be delayed until one is trying to 
resurrect the dcad; these laws are designed to preserve living 
competitors. (351 F.Supp. at 510). In allowing players to play 

for the WHA in breach of the "reserve clausec" of their NHL con- 
tracts (seven of whom had been previously sued and 200 or norę of whon 
had not been sued), and in allowing the WHA and its teams to nego- 
tiate and enter into contracts with NHL hockey players wno were 
tied contractua1ly to NHL teams by reason of that reserve clause, 
the Court drastically changed the State of affairc and rights 
wliich existcd at and prior tc the commencement of the action. 

The NHL teams’ contractua! rights to their players were, in effect, 
L-uspended during the pendency of the lawsuit. This affirmative 
relief was granted by means of a prohibitory injunction against 
the defondants from threatening to ccmmence, commencing or fur- 
ther maintaining any action to enforce their pre-existing con- 
tractual rights under the reserve clause. 

Another pertinent example from the antitrust field is 
United States v. Aluminum Company of Americ a. 1962 Trade Cas. 

II 70,419 (E.D. Mo.), where preliminary injunctive relief was granted 
to anesthetize any possible anticompetitive effects resulting from 
an aeguisition which had occurred almost hjo and onc-ha]f years beforc 
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Defendant Alcoa had acąuired all of the stcck of Cupples 
pursuant to an agreement in Hovcmber, 1959 which was corisummated 
in January, 1960. Some 15 months later, in April, 1961, the 
United States commenced an action claiming that the aeguisition 
violated Section 7 of the Clayton Act. And then, another 14 
months later, in May, 1962, the Government filed its motion for 
a preliminary injunction, which was granted in July, 1962. 

The Court concluded that the Government had "ruised serious 
and substantial questions on the 'lino of commerce' on the verti- 
cal aspect of the merger where the probable futurę effect mny be 
substantially to lessen competition or to tend to create a 
monopoly". Alcoa, the accjuiring company, was a seller of aluminum; 
and the acguired company, Cupples, was a purchaser of aluminum 
and fabricator of aluminum Windows, doors and related products. 
After weighing the possible injuries to the parties flowing from 
either a denial or issuance of the preliminary injunction as 
fashioned, the Court granted the preliminary injunction. That 

injunction, in substance, froze the situntion. Although 
the preliminary injunction contained provisions which allowed 
Alcoa to continue to own the Cupples ctock, it anesthetized 
Al cod's control of Cupples by the various mandatory and prohi- 
bitory provisicns of the injunction. Py this mc ans, the possible 
unlawful effects of the possibly unlawful acquisition 
strained during tlie pendency of the action. 


were ro- 
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The mandatory relief granted by Judge Meredith in the 
Alcoa-Cuppl es case included directions (1) that Cupples continue 
to excrcise independent judgment and activity in its operation; 

(2) that Cupples continue to publicize its name in connection 
with its products; and (3) that Cupples and Alcoa maintain sepa- 
rate sales organizations and separate pension plans. The prohi- 
bitory relief included restraints against any further consolida- 
tion or commingling of assets; against transfer of any employees 
and other activities; and against Alcoa obtaining any financial 
or other benefits frorn its ownership of the Cupples stock.* 

For a period of scven months prior to the time of the 
filing of the Goverrunent' s motion for preliminary injunction, Alcoa 
was in the course of constructing a new plant for the fabrication 
of aluminum Windows, doors and other relatod products. The Court 
found that Alcoa's decisions to have the plant financed by itself 
(rather than Cupples) and to identify it as an Alcoa plant werc 
madę to avoid the possibility of its risk tnat, if it were a 
Cupples' owncd plant, it would be subject to divestiture in the 

* There is a pertinent analogy herc*. To the extent Xerox's 
purchases and aggregation of patented and unpatented (secret) 
technology, stock or other assets are found to be likely viola- 
tions of the antitrust 1 aws, Xerox's conti.nuing exclusive control-- 
and the anti-competitive effects of such control during the pendency 
of the action--should be anesr.heti zed to the maxinum extent ponsible 
To take only one example insofar as SCM is concerned, the unticom- 
petitive effectc of Xerox’s exclusive control over pater.trd and 
unpatented technology may be anest.hetized by reguiring Xercx to 
grant SCM acccss to that technology and to grant a license for it. 
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event that that Court ultimately found the acquisiti.cn to ba un- 
lawful. Although the Court denied the Government's recuest for a 
preliminary injur.ction order directing transfer of the plant's 
title to Cupples, the Court mandatorily ordcred that the new plant 
ba operated by Cupples and that its products be aćvertised and sold 
as Cupples products. 


Similarly, in United States v. American Trchnical Indu s¬ 
tries, Inc. , 1974 Trade Cas. *(74,873 (M.D. Pa. Jan. 8 , 1974), the 
Government challenged under § 7 of the Clayton Act an acguisition 
that had been consummated 21 nonths before suit was filed. The 
Court directed, on a motion for preliminary relief, that the merger 
be "frożen" as of the commencement of suit, and that further con- 
sonaation be enjoined. 

This is the same as the "hold-soparate" preliminary injunc- 
tion orders granted in many cases where acguisitions have becn 
challenged under Section 7 of the Clayton Act where the court has 
permitted the consummation of the transaction, but has reguired 
that the acguired company be independently controlled and operated, 
and that the acquiring company be restrained from obt.aining any* 
bcnefits of the acqui.sition uuring the pendency of the artion -- 
and thus, during the pendency of the action, any possible ar.ti- 
competitive effects which might flow from the challenged acquisition 
would be prevonted.* 


* 


F .. G. 
1960 
Co. 


, United States 
Traue Cas. /Z , 
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1956 Trudę 


v. Aluminum 
8 3 0 \U . b. N . V 
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Company of America 

l . v. 
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Thus, considering the public interest and the function 
of tho preliminary injunction in preserving the status quo in 
whatever way it may be viewed, there is no basis for Xerox's 
eon tent. i on that as a matter of law the Court cannot during the 
pendency of the action grant affirmative relief, either prohi- 
bitory or mandaf.ory, to prevent any further harm to the public, 
or to SCM (as one of Xerox's few potential or actual plain paper 
Office copier competitors) which flows from Xerox's alleged 
past, present and futurę violations and their effeets. Xerox 
cannot contend thac there are f ai ts accomp1is whose effeets are 
as a matter of law immune from preliminary injunctive relief. 
Xerox cannot contend that its continued ownership and exclusive 
control of patented and unpatented technology or stock or other 
assets, if likely antitrust violations, are immune from pre¬ 
liminary injunctive relief. And, Xerox cannot contend that any 
new threatened acts and their effeets (as describcd, for cxample, 
in the extracts from Xero:c's 1972 Long-Pange Plans subnittod to 
the Court on orał argument on December 7, 1973) if found unlaw- 
ful, aro immune frem the sanctions of preliminary injunctivc 
relief. 

In short, whore a sufficicnt showing is madę concern- 
ing the likelihood that tha defendant is violating the antitrust 
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laws, it cannot be said as a matter of law that the status 
quo is a State of affairs where the defendant is permitted to 
continue the acts constituting that likely violation or that 
the effects of a likely past violation should be permitted to 
persist. A court of justice should not, and need not counte- 
nance such a situation. During the pendency of the action the 
Court posoesses power, which it may ey.ercise upon a proper 
showing, to change the State of affairs and rights of the 
parties which had existed at and prior to the commencement of 
the action. The Court may achieve this with either mandatory 
or prohibitory relief, sińce as is pointed out in 78 Harv. L. 

Rev. at 1062, and in analyzing many cases we have studied, 
the distinction between mandatory and prohibitory relief is 
often only a matter of form. For example, the Unieon case, 
discussed abcve, in form restrained plaintiff from denying 
defendant control of a division; in substance it divested 
plaintiff of control and mandated that it be given to defendant 

9 

for the pendency of the action. Similarly, a mandatory injunc- 
tion requiring the defendant to deal with the plaintiff on 
certain conditions (e.g., soli products or grant a patent license) 
may be the substantive equivalcnt of a prohibitory injunction 
against defendant from refusing to deal with plaintiff on cer- 
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tain conditions*. 


Also, the Court is not prohibited from granting such 
relief because it allegedly involves the granting of the "eauiv- 
alent of ultimate relief on the merits" (Xerox's Memorandum of 
December 4, 1973 at p. 5). Preliminary injunctivc relief Lere 
is not "ultimate" relief sińce, firstly, it operates only until 
finał adjudication here, and secondly, it does not moot the ul¬ 
timate adjudicati on. (See 78 Harv. L. Rev. at 1058-59 .) in a 
number of the cases discussed in this Memorandum, the relief 
granted during the pcndency of the action was the same naturę of 
relief which the plaintiff sought to secure ultimately, on a per- 
manent basis. P.g., Gulf & Kostom ; MCI; Phi lado) phi a World 
Hookoy and Ingę r soli -Rand and Wilson Sporting Goods, cited ir.fra. 


The substantive oquivalent v.’hich often exists between ir.junc- 
tive relief granted in mandatory or prohibit.ory form is also 
illustrated in the prohibitory decrees in the classic 1911 Standard 
Oi_l and American Tobacco cases, which effoct A vely reguircd dTve~— 
titure. In morę modom times, divcstituro and related relief in 
uyton Section / and Sherman Act Section 2 r.ionopoly cases have 
often been mandatory in form. See, e.g., Unit ed States v. LI Paso 
Nat ui a1 Gas , 376 U.S. 651, 662 (1964) (Section T of the Clnytón 

~ 1 i . IV. 1 tŁO 1 ub V. United States. 358 U.S. 242 

(1959) (Section 2 oi the sTTerman AcFT 
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POINT II 


TLE NATURĘ, SKOWING AND WEIGHT OF THE FACTOR5 OF PUBLIC 
AND PRIVATE IRREPARAULE TNJURY TO BE CONSIDERED IN 
DETEPjNININ G 7». M . OTIOl! FOR P REI.I.NI' JARY INJUNCTIOE _ 


A. The General Naturę of "Irreparable Injury" and 
its Intcrrelat i o ns hj.p with O t her Fnctor r._ 


In the weighing and balancir-g involved in deternining 
a motion for preliminary injunction, it is well established that 
the burden of shov;ing probable ultiraate succcss is less when 
the "balance of hardships" tips decidedly towards the party 
requesting the temporary relief. The "balance of hardships 
involves considering and weighing the harm (to the plaintiff 
and public) if the injunction does not issue, and the harm (to 
the defendant) if the injunction does issue, including the ex~ 
tent to whi.ch any possiblo harm to the defendant can be secured 
by bond. Where the "balance of hardships tips decidedly towards 
the plaintiff . . . it will ordinarily be enough [to grant a 

preliminary injunction] that the plaintiff has raised guestions 
going to the merits so serious, substantial, difficult and 
doubtful as to make them a fair grour.d for litigation and thus 
for morę deliberute invcstigaLion H amilton Wa t ch Co. v. 


lienrus Watch Co. , 206 F.2d 728, 740 (2d Cir. 1953) (Frank, J.) 


(a j*rivutc ant i trust ca.,« un ’er Eectior 7 of 
ulso Guli f. \'c storn , 476 F.2d at 092-693 and 

Converscly, the fteator the plninti 


the Clayton 
authori t.ies 

f f ' r, showir.g 


Act) . 
therc 

o r 


Goc 
c.i ted. 
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likclihood of ultiiaate success, the lesse- the showing reąuired 
of ir.eparable injury to justify the issuance of preliminary 
injunctive relief. Similarly, the greater the likclihood that 
the plaintiff will ultimately prevail # tho lessor the weight 
to be given to the possible detriment to the defendant caused 
by the preliminary injunction order. 

As Judge Pollack expressed tlmsc propositions, jn 
H e ^ dm an v. Urnted States Ławn and T ona js Association , 354 F. Supf 
1241, 1250 (S.D.N.Y. 1973): 

"These variables are dependant. If the plain- 
tjfrs, for example, can demonstrate a great proba- 
bility of ultimate success on the merits, then the 
seyerity of harm which need be shcwn ir.ight decrcase 
But. where the injury to defer.dants produced by an 
Jniunctiop won 1 d ho groat. t-hr oli n t i f f o m „ C f 
demonstrate morę persuasively the likclihood of 
lEjreparablc injury and of success on the merits 
£ t tria]•" 

See also 78 Harv. L. Rev. at 1056. 

The question whether irreparable injury exists to the 
plaintiff and the public, and if so, its naturę and extent must 
be considered in tłie context of the particular facts and cir- 
cumstances of the case in the light of the showings madę on 
the heari.ng of the raotion. As aptly put by Judgo Higginbotham 
in Phi.lad elphia World Hockcy Club , 351 F.Supp. at 514: 

"Tn detcrmining whether the parties are sustaining 
irreparable injury [the court) must view the 
evidence through lons opened to the 'pragmatic 
factual approach' and set on the 'commercia) rcali- 
ties' recjuired by the antitrrst laws." 
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Xerox must for the present purpose of testing its 
logal objections, concede the truth of SCM's allcgations 
regarding the mosaic of its antitzust. violations and thcir 
unlawful effects, as portrayed In the Amended Complaint. Thorefore it 
would secm to follow that it cannot be concluded as u matter 
of law in advance of the hearing that the public and SCM (as 
one of Xerox's few potential or actual plain paper Office 
copier competitors), are not suffering and are not threatencd 
with continuing irreparablc injury by reason of those alleged 
violations and their unlawful effects.* For example, Xercx's 
perpetuation of world-wide control over the skill and technol- 
ogy of plain paper Office copying and its cxclusion and rostrnint 
SCM, tf |.jj.wV«u/ unucjiiably wuuiu ehuitie SCii to couirabic 
relief prevcnting the irreparable harrn flov;ing fron. nuch prior 
and continuing exclur,ion and restraint.** The same kind of 
irreparable injury ia inflictod during the pcndcncy of the action 
as would be inflictod after finał adjudieation o c the alleged 
violations, and, on a proper r»hov/ing at the hearing, ontitles 
SCM to preliminary relief. 


* \'c cło" not understand Xerox 1 r, rocmcst. (Xerox's Memorandum 

of Doccmber 4, 1973 at pp. 4-f> and 47-43) and the Court's 
direction for this briefino to ercompasr any contr r.tion Ir/ 
Xerox that SCM'r. First Clnim docs not State a clain entitling 
SCM to soru; form of permanent injunctive rclie f , becausc of 
the cxistence of sor.c kind of irreparable injury. Xerox har.; 
ncver pleadcd or nade cuch a contention. 

*+ Sce the authoritie3 citcd in Foint IV conccrninn permanent 
relief after finał adjudieation. 
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B. Irreparable Ir.jury Bocause of thc Inadeguacy of 
Money Damag e s. 

In Ba ni c.l son v. Local 275 , F.2d (2d Cir. 1973), 

Judge Mulligan stated and held: 

Irreparable injury is suffered where monetary 
damages aro difficult to asccrtain or are inade- 
quatc.... A construction contract is character- 
istically one where a brcach or interference v;ith 
performance rcsults in damages which aro not 
readily or accurately determinable.... In this 
case nssurr.inę that thc Ur.icr.s vov.ld be r«««wnQłhl* 
foi damages. . . tho amount of dair.age attributable 
specifically to imion activity is clearly difficult 
to aąsess and measure." (Citations Onitted) (Slip 
Upimcn at pp. 3900-01). F 

As Judge Mulligan held, the difficulty or uncertainty 
in computing or ascortaining the amount of damages is a hallmark 
of dctormining the inadeguacy of damages and therefore irreparable 
injury. See Bergen Drug Co . v. Parko Davis f. Co .. 307 F.2d 729 
(3d Cir. 1962) (impossible to estinnte or compute damages to drug 
wholesaler caused by loss of good will when cut off from supply 
of namr brand drug); McKesson & Robbins v. C harles Pfizer ł rn. . 
Inę., 235 F.Supp. 743, 749 (Jl.D.Pa. 1964 ) (samo) . 

SCM has a]leged that Xerox 1 s past and futurę wrongdoirg 

and tlicir unlawful effects have excluded and roctrained, and 
will continue to exclude and restrain SCM from fu)l and fair 
competition with recpoct tc plain paper office copier activi- 
ties. Therefore, assuning for present purposes the truth of 
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those allegations (or at least thc grcatest possible likelihood 
of tneir truth), it cannot bo dcubted that the profits SCM 
would have earned in the absence of the wrongdoinc are difficult 
to assess. Therefore, such damage constitutes irreparable 
injury, because of the inadequacy of moncy damagcs under the 
long-estabiished principle most recently expressed by the 
Second Circuit in Danielson , as quoted above. 

The uncertainty concerning the amount of daniages er 
the difficulty in computing or ascertaining the amount of 
damages -- and therefore the existence of irreparable injury -- 
has been frequently alluded to by the Supreme Court in a 
number of different antitrust factual contexts, as well as in 
other kinds of unfair competition cases. 

In Story Parchment Co. v. P aterson Co ., 2E2 U.S. 555 
(1931), thc Court reversed the decision of the Court of Appeals 
and affirn.ed the trcble damage judgment awarded in the district 
court. In that case, piaintiff alleged that by conceited price- 
cutting the defenrtants had conspired to monopolize the vcge- 
table parchment business in vi.olation of the Sherman Act so as 
to exclude piaintiff and destroy itc business (282 U.S. at 
559-5f..'). 'the Court ot Appeals had hcld that piaintiff s dam- 
ayes v;crc uncc rtain and that therefore piaintiff was net en- 
titlcd to judynent (.<7 T'.?d M7, lst Cir. 1930). In rcvrrsing 
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that decision, thc Cupreme Court held on the facts there pre- 
sonted: 

"It is truo that there was uncertainty as to thc 
extent of thc damage, but there was nonę as to the 
fact of dair.cigc; and there is a elear distinction 
between the measure of proof necessary to establish 
the fact that petitioner had sustaincd sore daniagc, 
and the measure of proof necessary to cnable the 
jury to fix the amount. The rule which precludes 
the recovery of uncertain damages applies to such 
as are not the certain result of the wrong, not to 
those damages which are dcfinitely attributable to 
the wrong and only uncertain in respect of -their 
amount." (282 U.S. at 562; see also 562-566). 


In the oft-cited case of Digolow v. RKO Radio Picture s. 
327 U.S. 2S1 (1946) the Court also reinstated a troble danago 
award. In that case, plaintiff alleged that defendant conspirod 
in violation of thc Sherroan Act, with respect to a scheme 
of featurc films distribution, which unlawfully discriminated 
against plaintiff to its injury. The only guestion beforo the 
Suprene Court related to the sufficiency of thc ouidencc on 
damages (327 U.S. at 253-254). 

Speaking for the Court, Chief Justice Stono first obserre 
that "evcn wherc thc defendant by its own wrong has preuented a 
norę pruci ..o ccr.putaticn, thc jury r.ay not render a yerdict based o, 
-specu].,tion or guosr.work. * Hut, as he held, a "jury ,r,,y make a just 
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and reasonable estimate of the damages based on relevant data," 
including probable and inferential proof as well as direct and 
positive proof; and that the "most elementary conceptions of 
justice and public policy reąuire that the wrongdoer shall bear 
the risk of the uncertaints' which his own wrongdoing has 
created" (327 U.S. at 264-2C5). 

Most significantly for our purposes here, as Chief 
Justice Stone went on to say, such elementary conceptions of 
justice and public policy are not "restricted to proof of damages 
in antitrust suits, although their character is such as frequently 
to cali for its application" (327 U.S. at 265). Thus, in his and 
the Court's view, proof of the amount of damages in antitrust cases 
frequently involves uncertainty, and therefore requirts tne invoca- 
tion of the rule thar. the wrongdoer bears that risk whcn the Court 
attempts to award money damages. As we have shown, the ey.istence 
of such uncertainties as to anount of damage also renders the dan- 
age "irrcparable" for the equitable purpose of granting preliminary 
or permanent injunctive relief. 

In Zenith Radio Corp. v. Hazeltine , 401 U.S. 321,342 (1571) 
there was a market enclusicn resulting from the unlawful practices of a 
patent pool. The Supremę Court said that the "proceedings beforc 
us put in stark relief the difficulties of proving the fact and the 
amount of damages during a period in the im.mcdj■a tc L _pąi^ ,, (4 01 U.S. 


at 342) (emphasis supplieu). 
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The same points concerr.ing the uncertainties in mea- 
suring the amounts of damage in antitrust cases, and therefore, 
the irreparable character of the injury involved, rnay be drawn 
froni — v _ orhi11 Gazette Co . v. Union Leader Coip . , 333 r.2d 798, 

804 ' 805 " 806 (lst Cir. 1964)*. m that litigation, liability had 
been tned first and has resulted in a pernanent irjunction which 
was affirmed on a prior appeal. The issue of damages was tried 
separately before a master, whose report was confirmed by the 
distnct court. Pla.intiff appealed on the ground that the damage 
award was grossly inadeguate. The Court of Appeals reversed and 
remanded for a new trial on damages (333 F. 2 d 798). 

In doing so, the First Circuit found that the master had 
msufficiently taken into account that Court*s earlier caveats in 
nd V> . l ln iversal Film Exchanges . 172 F.2d 37, 43 (lst Cir., 1948), 
— 336 U.S. 967 (1949) among other tnings that: 

in an antitrust suit, coverinq as it wust many 
imponderab]es, rigid standards of procise proof wculd 
make a plaintiffs task practieally hopeless." 

(333 F.2d at 804.) 


* 'this decision was relied on hoavily by Xerox in its opposition tc 
2l U ?a : ? nCC ‘- >f llabi } lty frcI " (Momoranduin or Dcc. 'i, 1973 op 

It jil: r»?« 11 to by thc court in lts ««“*»<»» Dccisió,*/ 
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The cases discussed show that past damages in anti- 
trust cases are virtually inovitably subject to some uncertainty. 
Surcly futurę ćamaye is if anything even morę uncertain. That 
the "many impcnderables" involved here make damages difficult 
to measure, and that any futurę harm SCM can demonstrate at a 
hearing is theroforo irreparable, cannot be denied. 


1 




A. 
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c - Thr? IrropnrabJ o In jury to the Public. 


Tiie public injury flows from the dcprivatior. of the 
opporl.umti.es and bcnefits of compctirlon and the burdens of 
Xerox's monopolistic and anticompetitive practices.* 

llere, where SCM has a "dual role" ar. a pr iv«»te party 
and private attorncy generał, and where the chaliengod violation 3 
are of great magnitudc and far reaching conseguenceą the standard* 
to be applied are those used in Gcvernmont suits ( Gul f ł Western,476 
F.2d at 699) .. Thcrefore the irreparable injury to the public is 
the "paramount" factor. A preliminary injunction may isrue even 
where the only showing as to violation is that there is a nc.rious 
and import ant ąuestion v;nich rcquirer, further invustigat ion. 

Gulf & Western, 476 F.2d at 692-93 and authorities thoro eited. 

In a Governmcnt case, the Governn.ent nood not prcve 
the cxistcnce of irreparable injury to the public on a motion 
for preliminary injunction. its probable eaiatcnce is presuccd 
if a showing of likely violation has been madę or, at minimum 
a serious nuestion roguiring further investigation has been 
raiscu. The presumption of irreparable harm to the public arises 


Wc huvo found no authority to suggost that a threatened 
the^nU truśt Ki fr °? * «* roal o„ca or nrobaMc v lXl on of 
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because the antitrust laws express the public policy of the na- 
tion in favor oi the pronotion of competition, and the thrcatened 
violation of those laws necessarily, in itself, sufficiently 
threatens to irreparably injure the public so as to justify pre- 
liminary injunctive relief. It is unnecessary to demonstrate the 
precise manaer in which violation of the law will result in such 
injury. "It is sufficient to show only that an act or threatoned 
act is within the declared prohibition of Congress." United States 
v. Jngersoli-Rand , 218 F.Supp. 530 (E.D. Pa.1963), 544-545; a ff *d , 

320 F.2d 509, 523-524 (2rd Cir. 1963) ; United States v. American 
Technical Industries , 1974 Trade Cas. ^17 4,873 at P*95,870-71 (M.D.Pa.); 
United States v. W ils on Sporti ng Goods , 288 F.Supp. 543, 567 (E.D. Pa. 
1968). See also, Preliminary Relief for the Gov err.m ont Unde r Sectio n 
7 of the Claytor. Act , 79 Harv. L. Rev., 391, 399-400 and othor decisions 
citecl therein (19C5) . 

The vory exposit.ion of the anti-competitive consequonces 
of an alleged antitrust violation* constitutes an exposi.tion of 
irreparablo injury to the public which will continuc if not re- 

• 

strained. (See Gulf Western , at 693-695, 698-699). 

Judge Kewcomer's findings in t.he MCI case (p. 20) 
deaJing wj.fch the Frdcrai Communications Act, oxpress the samo 

* As has bcon pointod out, 79 Harv. L. Rev. at 398-401, the 
government often introducos proof concorning, and some courts 
continua to cxprcss, the kinds and naturę of pub] ic i r repa rab) o 
injury. Such prouf and finJings aro probar.ive at the s~tpo tii.ie, 
of .antrccupetit,iv«: otfocts oi the challengeu transnctioas 
an.i thereforc, nie probative oj che groator ) i kelir.cod of 
succeru, wariant j ng ;r,o.v siringctiL pieliminary i njunct i\'o relief. 
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kinds of probable Public irreparable injury. As preyiously dis- 
cussed, hc found that the possible dcmiso or cvon tho stunting 
of the growth of ono of AT 4 T’s fow co,„petitom during tho pondency 
of tho action wouid deny tho public tho bonofits of vigorous «»- 
potition in tho private telephone iino market, „o also found that 
thoro wouid be public injury absent preliminary injunctiye re¬ 
lief, bocause potential competitors wouid bo doterrod fron ontor- 

ing into competition with ATŁT as a result of AM' S succoss in 
acting unlawfully. 

Thus, in this caso, if SCM at the hearing can pro/e 

its allogations of Xerox's acts in violation of the antitrust 

laws,and tho effoet of those acts, it will have provod sufficiont 

irreparablo injury to tho public to „arrant a preliminary injunc- 
tion. 


D. Ocher Aspects of Irreparablo Injury Dased on tho 
ciaHoaUtros‘ Ual APPr ° aC h " the "Commcr- 

In following a pragmatic factual approaoh to the ascer- 
tainmcnt of rolatiye irreparablo injury to plaint.ff and defcn- 

dant OHladcljWą Wojdd Hockey, ,7udge Higginbotham yiewed at 
grcat longth tho growth and tho moans utilized by tho NHL in be- 
coming tho dominant, if not monopolistic factor in Professional 
nu.jor league hockoy. Ho also yiewed tho rocont birth and inci- 
picnt growth of its infant coitpotit.or, tho WHA. Ho found that 
the csscntinl element in carrying on the business of major league 
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Professional hockey is piayers of various degrces of professional 
caliber. 

He found that by reason of the NJIL's reserve clause, 
piayers who were bound to the NHL under that clause were bound 
either in perpetuity, or at least for three years; and that in 
either instance those restrictions were unrcasonable. He found 
that the i nabili ty of those piayers to play for WHA tcains 
threatcned great harm to the WHA's possible competitivc effcrts. 

In granting the injunction during the pendency of the action 
agaihst the NHI.'s enforccment or threatened enforcement of that 
reserve clause, ho found that the possible harm to WHA was far 
greater if the injunction did not issue, than the harm ultimately 
imposed on the NHL in the unlikely evcnt the NHL were ultinately 
to prevail on the merits. 

As Judge Hi gginbothain viewed it, if the preliminary 
injunction were not granted, the injury to the WHA "might very 
well be the loss of any place in the gallery of major league hockey 
^ompctltion." ln contrast ho said "if the NHL sustains a loss by 
the preliminary injunction heroin being granted, the NUL would 
still havo both promi nencc and first place in this gallery, and 
evcn when louing, the diminution of its relative staturc would 
almost be minor . . . (351 F. Supp. at 514.) 

Siiuilarly, here, assume the Court were to mandatorily 
direcl during tho pendency of the action that Xero>: grant patent. 
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liconcos and access to SCH „ith rcspact to all or ,ome of its pate-ted 
and unpatentod (secret) technology including naw technology „Mch 
thrcntcns to obeolete existing copicrs, i^. to surronder tha oppor- 
tunaty to er.forcc tha exclusive rights undar its paten,, against sc« 
anc to share its unpatantad technology during tha pendency of tha 
A&sune; also that the Court prohibitorily restricted Xerox 

£rC '" ° n,CrCłn9 allC9ed *“**«“« agraemants, making guaiified tech- 
mcul people mora ayailable to compatition and possibly raduci.-.g xerox's 

a i. i ag od 95% hołd on the World's xerographers. o„ such assumption, a. 
wuh tha NH L , Xerox would stiu hava "prominence and first place' and 
tha ctminution of its ralative statura would La almost minor." 
but absent such praliminary raliaf. tha injury to SCM "might 

vary „all ba tha loss of any place in the gallary of ,plain panor 
Office oopier] competition." 

Uncjucstionably, i„ vie„ of tha allagad anormous laad 
which Xcrox possasses as to tachnology, manufacturin, and market¬ 
ing which it allaaadly unlawfully sacurcd and is constantly an- 
larging, ayan tha most stringant praliminary injunctiue raliaf 
grantoU in this casa cannot causa :<crox to losa its first and 
dominant place with raspect to plain papar Office copicrs. Out 
if can hagin for OCH to •"cffectiualy pry opon to competition a 
market that has baon closed Ito it) by defanuanfs [allagad) 
lllagal restrai nts • " , Jcnith .Radio^Corn- v. HąrąHin,.., 395 o.S. 

100,1 33 ,19 M Although tha Court in that casa „ar. talking 
nbout U,a aguitahla powor on a parmanent injunation. rcrforca it 
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applies to the eguitable power on a preliminary injunction as 
we 11. 

in Phil aciclph ia World H ockey Club , the NHL claimed 
that the broad preliminary injunctive relief against the reserve 
clause was not justified in view of the fact that its teams 
had cormenced only fivc suits against seven super star s v.ho 
were contractually bound by it? and that in fact, some 200 othcr playe 
had breached tne rcsewe clause; liacł signed coritracts with, and 
were playing for \JilA teams; and had not been sued. In this rc- 
gard, Judge lligginbotham stated and hołd: 

"The NHL cmphasizes that it has filed only 
five suii s and t hr-n only ngainnt "superstars". 

Hut its sclectivc entorccment of the reservc 
clause against kcy individuals gives it no morę 
standing than one v/ho pursues select.ive price 
fixing for only a Iow Products . If the NHL ir. 
permitted to selcctivciy enforce the rnservc 
clause against playera whonr contraots oxpired 
on Septeiaber 30, 1072, then the WHA will always 
be under the Sword of Damoclcs. It will never 
know when one of its promising playors will be 
legally beheaded from active WHA competition 
bccausć the NHL has dropped the sword and en- 
forccd the reserve clause." 351 I.Supp. at 515-6. 

llcre, too, Judge Higg j nbotham' s conclesion be ars pci- 
t inent analogy to the kind of proof which SCM plans to prc-scnt 
a the preliminary injunction with respect to Xerox's cnforcc- 
rnent of its patent rights. Xerux' s counsel has suggcsted in 
chambcrs that SCM uight go ahcad and use any of Xerox's patcntcd 
technology and that the threat of harn to SCM would arir.e only 
whcn Xerox commonces a patent intringcment. action. Hut in view 
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of Xerox's past patent infringement litigations against a few 
companies Xerox considered to be possible viable competitors (as 
we plan to show on the evidence at the hearing), the same "Sworu 
of Damocles" hangs over SCM's head if it makes substantial in- 
vestments and engages in other varying activities in attempting 
to develop, manufacture and market copiers in conpetition with 
Xerox, where the potentiality of that kind of protracted and 
expensive litigation may be involved. It can never know when 
Xerox may try to behead it. Effective competition with Xerox is 
thus threatened, just a3 it was threatened in the World Hockey 
litigation. 


If iii f «*-f Lhete is a surficient showmg that any at- 
tempted cnforcement of its patents constitutes en antitrust 
violation, the prcliminary injunction can protect SCM against 
any threat of proceedings during the pendency of the action. 

Heyond that, GCM plans to show at the hearing that 
the ability to inaikct an unliconsod product whoro thcre is a 
threat of patent infringement, is an inhibiting factor in mar¬ 
keting the product, and therofo.re an unlawful anti-competitivo 
restraint. The tliroat of sucłi patent onforccment is itself an 
antitrust violation. Among otlier things, the marketcr han to 
indemnify his custcmer froin any possible inf ringement procced- 
ings against it. Additionally,customers arc not likely to be 
willing to be put into the middle of a possible litigation. 


cveri 




i 
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nominally,if indcmnified. The developnent by SCI' cf a lino of 
plain paper office copiers sufficiently sophisticoter’, to conpete 
with those marketed by Xcrox will require tbe commi tr.ient of subs- 
tantial resourcos and large suma of money. Tor SC!- 1 to undcrtake 
such a conuaitment during the pendency of the ection without prcli- 
minary injunctive relief in the face of the threat of patent enforco- 
ment by Xerox and its atterdant anticorcpetitive resl.raint might very 
well be economic suicide. A decision by the Court that SCK is likely 
to establish its clairns against Xerox substantially reduces that 
risl: to manageable proportions. Sec 79 Ilarv. L. Rev. at 4 00 where 
it is pointed out that a comparison of the avai l-ble decisjor.s on 
prelirainary injunctionts with the rcsults of finał tri ais "ruggestn go’'' 
ra] connistency between preliminary trial findingr. and trial court re- 

i M 

V* X 


The kinds of anti~competitive restrainU which are plaeed 
on a tr.arkcter of a product which faces th* potenti ality of patent 
litigat^ ha s beea referred to in blond er Tongu o v. Univerr.ity_ 
ofn^^Fou miątion, 402 U.S. U3, 339 , 342 , 343 (1971) wl.ere 
t<w^!ui-t referred to competitive disadvantages placcd on alleged 
infringers by the inabiiity or unwill ingness to dufond a pro- 
cractcd and oxpensivc liiigation, possiblc harrasumant, thr. rir.k 
of r.ot surviving, and many of the "cconorric consenuonces attend- 
ing other ir.onopolics" • Whero, as it is alleged here, Xorox po., 
sesnes a pat ant arsenał of morę thnn 1,400 U.S. patents and han- 
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dreds of nev. r.pp] ications, and where it t jir.e and again has c-y- 
prossed the o.;! stonce of patent dominance cver pJain panor Office 
copying, these kinds of consiclerations aro multiplicd a thoucand- 
fold for every pofor.tial or actuaJ competitor, particularly in 
vicw of the manner in which Xerox has actod in the part. 


In sum, in defermining whether to grant a preliminary 
injunction, and the naturę and extent of that injunction, " a 
pragmatic factual approach" must bc followed in viov;ing the 
commercial realitios" of the business involved in order to de- 
ternune the relative cffects, harms, benefits to the public, the 
plaxntj.fi and the defendant on the issuance or denial of preliminary 
injunctive relief. Thir, factual approach reguires ht.aring the evidence 
submitted by the parties and cannot be decided as a matter of law in 
advance of that hearing. 
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E. Additional Considerations Relating to Protecting 
the Court's Ability to Grant Meaningful Relief 
to Plaintiff and in the Public Interest, if and 
at Such Time in the Futurę Plaintiff's Clairns 
Are Adjudicated in its Favor. _ 

SCM has contendcd that without an early finał adjudi- 
cation of liability or alternatively an early ad jud.ication of 
the preliminary injunction motion, Xerox's monopoly position 
and its anticompetitive practices allegedly unlawful undor 
Sections 1 and 2 of the Sherman Act and Section 7 of the Ciayton 
Act, will become increasingly injurious to present and prospec- 
tive competitors and moro imirmne from ultimate judicial remelies 

(See this Court's Memorandum Decision of Jan. 3, 1974 at p. 7.) 

* 

An initial ascumpt.ion must be madę in answering the 
questi.on whether, in the absence of any preliminary injunctive 
relief during the pendency of the action, defendanfs allegedly 
unlawful conduct, and t.lie effects of its conduct, will become 
morę immune from ultimate judicial remedios which are meaningful 
to the plaintiff and to the pubiic. The assurnption involved is 
that tne ultimate adjudication at s<~>me datę in the inaeterminate 
futurę after plenary trial and appeal, v.’iil be in favor of piain 
tiff on its claims ayainst the dcfendant. In other words, at 
such timc in the futurę as plaintiff wins, will the permanent 
relief grar.ted be as meaningful to plaintiff and the pubiic 
without the irsuar.ce of a preliminary injunction during the 
pendency of the action, as it wouid be if that preliminary 
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injunction had been issued? See 78 Harv. L. Rev. at 1056 
and 1058 where it is concluded that the courfs function on 
a preliminary injunction is to determine "how best to preserve 
or create a State of affairs" so that it will be able at the 
conclusion of the trial to award "meaningful" or "effective" 
relief to either party. 

We have already discussed that irreparable injury 
occurs during the pendency of the action when, on finał adjudi- 
cation in plaintiffs favor, there is uncertainty in the measure- 
ment of the amount of monetary damages suffered by the plaintiff 
by reason of the unlawful conduct and unlav;ful effects which 

occur during the pendency cf the action. Ir -u-*- ----- 

to the extent preliminary injunctive relief can restrair. or 
mminize such unlawful conduct and unlawful effects, the effec- 
tiveness of the ultimate remedies will be enhanced. Absent 
that preliminary injunctive relief, because of the inadeąuacy 
of the remedy of monetary damages, the effectiveness of finał 
relief has been impaired. 

We have also discussed the irreparable injury to 
plaintiff and to the public necessarily flowing during the 
pendency of the action if it is finally determined that the 
defendant was acting in violation of the antitrust laws during 
the pendency of the action, but its conduct was not restrained 
because a preliminary injunction was not issued. In this regard, 
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the failure to issue a preliminary injunction renders the 
Court's finał remcdies less meaningful or effective because 
those remedies can never obliterate the past happening of 
^hat conduct and those effects during the pendency of the 
action. 

For exanple, if it is ultimately found to be true as 
alleged that as a result of Xerox's acts and threatencd acts 
there is and will continue to be an exclusion or restraint of 
competition, by the time of the finał adjudication plaintiff 
may not survive to obtain the benefits of any finał permanent 
injunctive decree; or if its competit.ive growth is stuntea 
during the pendency of the action. its ability to serum t>e 
benefits of such finał decree will be diminished. 

Moreover, the irreparable injury to the public between 
now and the entry of a finał permanent injunctive decree, can- 
not, without preliminary injunctive relief, ever be remedied 
adequately. Indeed, if it is ultimately determined that Xerox's 
acts and threatened acts have the severe anticompetitivc effects, 
as are alleged, on SCM and other potcntial and actual competi- 
tors, it must be recognizetl that with the poscible exccption of 
IBM, as the situation now exists, there may be no remaining 
other competitors and therefore the effectivcness of the finał 
decree will have been diminished to the extent that competitors 
drop out or potential competitors do not enter plain paper of^icc 
copying activities during the interim period. 




E 467 

SC a'\ M Z°ttZ d Tr r* °PP°. eitia . n Xerox’e Cantention that 
ae a Mattel- of Law Injunattte Relief ie Rot Aaailable 


Using the examples furnished in the cases involving 
major league Professional hockey, priyate telephone linę ser- 
vice and other situations, we have also already shown that a 
preliminary injunction is reguired upon a sufficient showing to 
protect the Courfs ultimata finał remedia,. i„ those situations-, 
preliminary injunctiye relief „as designed to restrain defend- 
ants from incroasing their already existing competiti™ lead 
and great economic power, and affirmatively to create condi- 
tions where the plaintiff might be able to enjoy the benefits 
of a finał permanent injunctive decree, asscming the court ul- 
timately adjudicated the plaintiff•« claims in its favor against 

dp f opdapł- 

Lastly, we turn to the need for preliminary injunctive 

relief so that the effectiveness of the Courfs finał permanent 

injunctivo remedy will not be impaired as a result of the adui- 

tional complexities and difficultj.es engendered by interyenin, 

events. It must be assumed on this mot.ion that it will be 

ultimately determined to be truo that Xerox pousesses enormous 

technological, mar.ufacturing and marketing power (here and 

abroad, alone and in concert with others such as P.ank-Xerox), and 

unlawfully acquired f increased and is exerritinn 

. 1 /iu as cxercising Lhose powers bv reas 

of its mitial ctranglehold over techroloay. if so, thcr. if 
Xerox is permitted to continue to exoreise all of those powers 
during the pendency of tho action, the ability of the Court to 
fashion an effcctiye finał remedy will be diminishcd; and the 
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time thereafter in which such a remedy car. have thc effect of 
creating fuli and fair competition will be further prolor.ged — 
thereby diminishing thc effectiveness of that remedy. 

Although a monopolization ca.se cuch as this involves 
this type of problem even morę gravcly, the problem has been 
most frequently illustrated in the recent past in caces involv- 
ing preliminary injunctions v/herc acquisitions of stock or assets 
have been challenged by the government or private parti.es as a 
violation of Section 7 of the Clayton Act, where it need only 
be shown that the acguisition has the probable effect of sub- 
stant -i* 11 y i f.ci prt iticr. cr tcr.ding to crcr.tc a monopoly 

in any linę of commerce.* 

Embedded in the "hold-scparate" type of preliminary 
injunctions in acąuisition cascs** is the concept that the in- 
termingling of assets and activities of the acquired and the 
acquiring company during the pendency of the action will reduce 
the effectiveness of the Court's ultimate remedy in the evert 
plaintiff finally prevails. Preliminary "hold-separate" orders, 

* Of course, r.n acguisition ćtgreer.cnt may also violate Section 1 
of the Sherman Act i. r it is shown (by proof or under the por se 
doctrine) that thc acguisition in foct unreaconably restramod 
tradc. Likewir.e, an acguisition may violate Section 2 of tho 
Sherman Act it it is shown (by proof or the poi se doctrine) that 
it constituted an act of monopolization oi an~attompt to monopol- 
.ize. Jlere, SCM alloges that Xerox's acguisitions of patented and 
unpatented technology, stock of other companies and ofhcr asse ts 
vio!afced each of those sections of thc Shermr.n Act and Section 7 
of the Clayton Act under. the st&ndards rcguiied as to each. 

** Sec, e.g. Alcoa-Cupp les and cases cited in footnoto at p.21. 
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as in the Ąl ęoa-Cupple s case discusscd sujira at ln- 21 , assure the 
effectiyeness of the finał remedy in twe „ays. First , durinc th# 

interim period, the acquiring company is donied the possjble bene- 
fits stemming from its ownerehip of the acguired company, cuch as 
use of its profits, personnel, facilities and advertising, „hich 
■night enlarge its power to the detriment of other competitors and 
to the detriment of the public. Second, by'anesthetiring the ac- 
guiring company’s control of the acguired company, the Court is 
creatin, a State of affairs „hich preyents ne„ events and changes 
during the pendency of the action, thereby facilitatin, the grantin, 
of a finał remedy, less complicated and less difficult because of 
the absence of interyening eyents. Thus, the ef fectiyeness cf the 

——.j.. u_i_ 


a.inal rezedy ha 5 baon enhrUiced Lćtńiiś.. 

. A1, a£> AJ-rwtfiy LiłtiL in tiiu 


interim injury „ill haye cccurred to othern „ho migbt thereby be 

lass capable of enjoying the benefits of the finał decree. 

The same concepts are embedded -but eyen morę so - in 

the aeguisition cases„herea preliminary injunction en 3 oins the eon 

summation of a proposed aeguisition*. A case in point is the Ę 1 

~ litigation. There, the absence of a preliminary in jU nction 

(Whether before or, as in Ąlęoą-ę^dcs, years after the aeguisitio. 

grayely impaired the ability of the court to fashion and promptly 

imploment a mcaningful finał decree. The El p c t • 

C * ihe LI Pdso litigation vividlv 

lllustrates three poinfein this regard- f irst • 

y rilst ' that in conseguence of 


^ In5f-olWtąnd ; Wilson^ f cite 
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inteivening events it is morę difficult to fashion an effective 
rcmedy for creat.ing coir.petition; sec:ond, intervening time and event 
can permit the defendant to strengthen its hołd on a market; and 
third, that the finał remedy is substantially less effcctive be- 
cause it takes so much longer to fashion and finally impłement. 

In 195G, El Paso, a natural gas pipelinc company 
operating in the Southwest and California, acguired the stock 
of Pacific Northwest, a ncw natural gas pipclino company which 
had just been authorized to deliver gas to an adjacent arca, 
the Northwest. After the acęuisition, application v/as mado to 
the Fcdcral Pov;or Commission for authority to merge the two 
companies. 

In July. 1*1^7. the goirernment 

chargir.g that the aeguisition violatod Section 7 of tho Clayton 
Act. A year latcr that actior. was ntaycd pending conpletion 
of proccedings before the Fcdcral Power Conmisrion which 
ultimatcly resulted in £tpproval of the merger, which was, 
concumnated in 1959. 

No application \;as nade by the. govcrnmor.t or anyone 
in the Connission procecdings opponing the nerger for a pro- 
liminary injunction against it; and as a result no restraints 
worc imposed on El Paso as to its control and operation of 
the asscts it acguircd. 

On appcal frow the Fcdcral Power Commission order, 
after the Court of Appeals affirmod, thr Supremo Ccurt 
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rc,v*raod. (CallJorr.ia v. Fedoral Pow._ r Cortiigs^ . 3 r-, 

432, 483-434 (19C2); hercafter reforrcd to as tri "firrt 

- 2222 «=°.’> W-.cn, tivo r.onthr. Inter, in 1002, the antl- 
trust case war. tricd and rer.ulted in a disnisrcl of the 

eonplaint. on appoal, ("the nocond Cl Paso car.e"), the Suprc- o 
Court reverr,ed and dirccted the Dintrict Court "to ordc-r 

divostiture without dolny.” Unit ed States v. fl P aso Catural 
Ca s Co ., 37C U.S. CS1 (1964). 

The "thirj El Paro car,o" in 190.7, and the "fourth 

- CaBO ’ in 15 ”- ench rcvor-cd the ordom entered aftor 
protractcd and difficult divcstiture procoodinga. Carcnlc 
Nntural_ęąs V. ElJPase 1 .datura 1 Cnn , 33 G p. s . 129 (1907); fteh 
Publlo Soryjco Conmirslon v. Cl Paro Matura! r aB . 395 u.. 9 . 404 

<1SC9> ' IŁ iR no ''’ antłcipato. 1 , In view 00 tho. fact thet tho 
order entered aftor the thlrd divostlturo procce, Unr war not 
arrealrd, that diyostituro will ocour this y-ar, in 1 « 7 «, nenr) ■ 

1 = ycarn aftor the r,nvrmxnt chał 1 , „ ; t: .. i, ;v falnor- o" the 

acquj r.ition involved. 

In tho fourth Cl Paro cant, In 1909, chief Jur.tice Carter, 
comonting on tho fact that Cl 'ar.Cr a;t,,„„. t o ,.;.rnly» c 
tion in the Califoruia nnrhot starto! y. ars aro and f 

rCnl '-" a ° tl0n «• *“*» ^ «U that tho "record u, to 

the ontry of the rrcaont decreo show,, as the nlatrict Court 
found, that dclay han ntrenothcned 1:1 Pano-s yosition” hy 
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ctrcngthening El Poso's hołd on the California rarket and 
thsreby ntaking it moro difficult for a ncw conpctitor to cnter, 
and by eliminating possible co:npetitive opportunity for Pacific 
Northwest. 

The pertinent lesson of the El_ Paso litigation is that 
the nany difficulties in fashioning cffective relief would bc sub- 
stantially reduced if the anticipated conseguencos of the ar.ti- 
trust violation were restrained du.ring the. pendcncy of the litiga- 
tion. Likewise aelay before finał rezedy, without any interim 
rest.raints on Xero>:' s acts and their offeets, c.m only resu.lt 
in strengthening Xerox's hołd on plain paper offi.ee copying if 
it is truć, as alleged, that Xerox is presently in violation 
of Sections 1 and 2 of the Sherman Act and Sccticn 7 of the 
Clnyton Act. 

To take but one exainple in light of the El Paso 
litigation and the cascs issuing prelininary "hołd separato" 
orders, including the Alcoa - Cupplcs case, we consider, arong 
Xero>:'s many aeguisitions of patents, technology, or other 
asscts or stock, Xerox's aeguisition of voting eontrol of 
Ran/i-Xerox ir. 1969. SCM i.ntends to provc at the hoaring that 
Xerox and Ran];-Xcrox charo technology and ćiv.ide narkets 
instead of conpeting, in restraint of interstate and forcign 
connerce. Tlio Court r.hould anosthetizc Xerox's voting eont rol of 
Pank-Xerox to prevcnt further intorninglinq of the technology, 

assets and other actiyitres so as to promoto competition during the 
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pendency of this action, and restrain existing and futurę com- 
potitive restraints on interstate and foreign commerce. 

Further, Xcrox's pov;er, and its intention during the 

conung years to changc the structure and elements of the plain 

paper Office copier business and to maintain and cnlarge its 

existing technological, nanufacturing and marketing power (by 

introducing new ar.d improvcd products which will obsolete 

oxisting products and make it morę difficu.lt to competc, by 

enlargmg its facilities and activities and by othcr means)* 

and therefore impair the ability of the Court to grant an 

effective finał renedy, is amply demonstrated in '.its 1972 

Long Rangę Plans, extracts of which have been previously 

submitted to the Court at the orał argument on Dcccmbor 7, 1973 

* 

If Xerox goes unchockcd by any preliminary injunctivc 
restraints, the Court's finał remedy will be inpaired because 
of tlic greater difficulty to at least restore SCM and other 
competitors to the rclative comnetitive position v;hich cxir.tr 
today; to enable SCM to survivc as a compctitor during the 
interim period; to secure the benefits of a finał decree; 
and ultimataly, to crcate the conJitions whero fuli and 
fair competition can take place with respect to plain paper 
Office copying activities, not only in SCM's interest, but 
most importantly, in tire public interest. 

In sum, the injuries which SCM seeks to prevent are 
of the types which justify preliminary injunctivc relief. 

- • v * Co » ° r A"cr ic,-t, 14 9 V . 2C 41G, 

430-491 (2u Cir. ,HT9T5) . - 
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POINT III 

JUDICIM. POWER EXISTS TO GRANT 
ALI. OR SOME PEPMANENT RELIEF 
AFTER TIIE HEARIUG OH A FOTION 
FOR A PRELIMINARY IH J UMC TIOH 

M It gocs without saying that ordi r..iri ly a perma- 
nent injunction canr.ot bo grantcd on thehearing of an 
applicaticn for a tcmporary injunction." Hcwcvcr, this 
is not a hard and fast ru 1 o; and a:; a natter of it ic 

possiblc for a court to grant permanent relief aftor a hcar- 
ing on a ir.otion for pro linii nary injunction. Standard Oil 
Compa ny of Toxas v. L openo Gas Co. , 240 F.?d 504, 509-510 
(5th Cir. 1957) (tne Court's cmphasis) . 

Ad the Fifth Circuit pointed out. in that caso, 
the Supremo Court long ago hołd that if the o/idonco pro- 
sentod on a motion for a preliminnry injunction £ho/s elear 
ly that the plaintiff hac not stited and canr.ot State a 
clairn unon whicli finał relief can bc grantcd, the court 
bhould excrciuo its power to dismiss the cotrigla int. Analo¬ 
gi?.; ng that practioc to t)ic; modern practico of cjrantir.g 
suur.iary judgm.ent when there i:: no genui no is.suu as to any 
materiał fact, the Fifth Circuit roasonod that when the 
ci.rcunstanoen warrant, a sirnilai prompt procedurę is 
available for grantiną pernanent relief ngainnt the de- 
londant, a.*; ir, proviJod ngair.st Lite plaintiff. The Fifth 
Circuit thcroA ru uifir.md the granting of a porr.-.ncnt in- 
junrtion in iavv.r of plaintiff agamst detendant after a 


t 
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hearing on plaintiffs application for a preliminary in- 
junction in that breach of contract case, where the court 
concludcd that there were no genuine issues as to any 
materiał fact and that the issuG3 of law should be de- 
cidcd in plaintiffs favor. Sec also Alle ghcny Pil Co . v. 
Snydor , 106 Fed. 764, 770-771 (6th Cir. 1900) and Coty v. 
Prestonętte, Inc ., 285 Fcd. 501, 516 (1922), reverscd on 
other grounds 254 U.S. 259 (1924), both holding that 
judicial power to grant permanent relief exists on a notion 
for preliminary injunction, where there aro no controverted 
ąuestions of fact and the issues of law were? determinable in 
plaintiffs favor. 

Thereforo, assuming, as it must be assumed, that 
SCM' s First Claim States a claim upon which permanent 
injunctivc relief may be granted (whether as roguested in 
paragraphs 31 through 48 of the Amended Coir.plaint or 
ótherwisc) , it cannot. be concluded ar. a matter of liw at 
tliis juncture that this Court lacks any power to grant onv 
relief after a hearing on the merits of SCM's motion for a 
preliminary injunction - for indeod, the Court possesses 
pov,e l to grant fuli or partial permanent relief on a proper 
sliowi ng. 





y* 
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POINT IV 

THE K1ND5 AND EXTLHT OF RELIEF WHICI1 
CON CE IVABLY CAN DE GRANT EH AFTER THE 
HEARING OH THE PP.ELIMINARY 1NJUHCTIOH 
MOTION, IM THE LIGHT OF TilE FACTtJAL 
AND LEGAŁ C LAIMS MADĘ FY SCd _ 

As we have shown, it is the object of the remcdy, not 
thc form of the remedy, which concerns Eouity. Once a serious 
guestion has becn raiscd co.ncerning the likelihood of a violation, 
and the possiblo un.lawful cffccts of that violation are ascertainoa 
(i»c./ the kinas of privatc and public injuries), Eguity raay thcn 
fashion thc most. appropriatc forms of renedies to prevcnt or 
minintize them during tho pendcncy of thc action. In that light, 
tho dctozmination of whothrr to grant prcliminary injunctive 
relief, and if so, the naturę and extent of that relief, must 
await thc subminsions of the parties at the hearing relating 
to thoso matters and the other factors to be considered and 
woighed. 

The esncncc of SCM'n monopol i zation cln\M ir that: 

(1) by the eariy 19f>0's Hcrox (by its own adnisr.icn) 
had securcd monopolistic control ovcr thc skill and 
tcchnology of piain paper office copying, in materia! 

part by tho acguis.ition from othern of thc o::elusivc 
rights to patented and unpatentcd (sccrct) tcchnology 
and by other rcr.tri ctivc dovicon; 

(2) that on tho foundation of such contro] it. 
securcd monopol ir.tic control ovor tho nanufacturo and 
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marketing of plain paper copiers which rcsultod in a 
decade of no plain paper offj.ce copicr competition at al 1 ; 

(3) that sińce the early 1960's, with the ir.tent to 
maintain and enlarge its monopoly and to excludo conpcti tors, 
it rcpeatedly refused to grant SCM and others nccens to 
that essential skill and technology; 


(^) that with the samo cffect and intont, (a) it has 
continucd to acguire cxclusivo ov/ncrship or ur.eof patentod 
and unpatented technology dcveloped by others; (b) it han 
maintained and enlarged its cor.trol ovor noct of t 1 o 
tochnical personnel in the world who arc eualified to 


engagc in plain paper office copying tcchr.ological resoarch 
and developrr.ent by restrictivo cmploymcnt agrsements and 
oc.iei ufvicus ineluuj.mj acguiring orher ecchnicaii''- 
oiicntcd cor.ipanins; and (c) it has ongagad in othc.r 
rcstrictive practices which havo cncludcd or rcstraincd 
potcntial conpctition; and 

(5) by use of its monopol.istic power it has 
developsd an enmatchod product lino which it is constantly 
expanding and it has amassed enonnous tochnological, nanu- 
facturing and marketing pov;cr with reopoct to plain pr.ner 
Office copiers which themsolvos constitute unlnwful barrierr. 
to actual and potcntial connetition and compctit.iv t > ontr^. 


The effects of Xcrox's monopolization and 
centinucą monopoli^ation havc becn and 


tliroater.e 1 


are to exclude and rc- 
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strain othor potential and actual cor.pcti tors from the oppcrtur.i- 
tior. for ful) and fair competi ti or.. 

The essence of SCM*s claims that Xerox has attomptod 
to monopol i ze in violatio!i of Section 2 of tho Shoriuan Act is 
that, even if Xerox’s acts and practices and their offects fali 
short of actual monopoli zation (whether the lino of coiTu-ncrce 
relat.es to plain paper ofrica copying, or is morę broadly de- 
fined) , those acts and practices have been carried on by Xerc:-: 
with the specific intent cf attempting to obtain monopoly power. 

The esscnce of SC/*'s claims under Section 1 of the 
Shernan Act is that the agreements, combinations and conspiracies 
with otkors (which may alno violnto Section 2 of the Shernan 
Act) are in fact unreasonablc restroints of trade. 

The essencc of SC:l ! s claims undrr Section 7 ot the 
Clayton Act is that Xercx' s purchases and aeguisitions of 
patented and unpatcnted tcchnology, stock and othnr asscts have 
had the probablo effect of substantially lessening conpctition in 
the linos of commcrcc as defined by SC2! or in lir.es of commorce 
as norę broadly defined by Xerox. 

If some or all of those claims aro establir.hed on 
finał ndjudication, nothing short of drastic permanent injunr- 
tivc relief is reguircu in order to create the ultinatc cond.i tions 
for the crcation of fuli and fair competition. Such relief is 
not limitcd to merely restraining violations which havc occurrcd, 
but may include other provis.ions for the rcmedinl purposc of most 
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promptly creating or rectoring fuli and fair competition, such rjs 
soparation of Xerox's research and manufacturing activities fron 
its marketing activities and the otlier forms of relief rcguccted 
in paragraphs 31 et seq. of the Amcnded Compiaint. Sce, e.c., 
United States v. Standard Pil , 221 U.S. 1, 77-82 (1911) (Sherman 
Act, £5 1 and 2); United State s v. American Tobacco m .. 221 U.S. 
106, 18/1-18C (1911) (Sherman Act, ££ 1 and 2); Inte rnational 
——- n -' Club v * United Sta ton, 358 U.S. 242, 253-263 (1959) (Sherman 
Act 5S 1 and 2); Calneticn Corn . v. Volksv;agcn of America, in c.. 

348 F.Supp. 606 and 353 F. Supp. 1219 (C. D. Cal. 1973) (f 7 of 

the Clayt ° n ACt,! 1972 Trade Ces. „ 74 , 05 , 

=nd 74,270, (D. Ha wali) (s J of the shemwn Act and S 7 of 
the Clayton Act) . 

Depending upon the dangers of violation and unlawful 
effects which the Court perceivcs may occur durina the interim 
period of the litigatior, a preliminary injunction servos to P ave 
the way for the most effective perńanent relief by prctecting to 
the extont possible the existence and promotion of conpetiticn, 
and b\ proventing or ameliorating anticompetitivc practices 
and effects during such interim period. 

We turn now to kinds of preliminary injunctive relief 
which in the circunstances of this ense the Court rr.ay grant on 
a proper showing concerning violation and effects, including 
piivate and pubiic injury. 
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A. Access to Patented and Unpatentcd Technology and 

To Oualified Personnel. .. _ .. 

1. Access t o Patented Tcchnolcg y. 

Let. us assume a sufficient show.ing has beon madę as to 
the unlawfulness of Xerox's refusals of SCH's repeated requests 
sińce 1963 for a plain paper cffice copying patent license (hav- 
ing the effect of unlawfully placing Xerox many years ahead of 
SCM with respcct to the essential technology involved), or 
to the existence of SCM's necd for accocs to that technology 
during the pendency of the action without threat or fcar that 
Xerox will attempt to enforce its illegaily obtained exclusive 
patent rights. Then, it wou]d be a proper exercise of ognity 
power (1) to direct that Xerox during the pendency of the action 
grant DCM a plain paper office copior patent license or its 
substantivc eguivalcnt, (2) tc restrain Xerox from threatening 
to cnforce or maintainir.g any action to enforce its patentr during 
the pendency of the action. 

This is the preliminary injunctive relief sought 
by SCM in paragraphc 49 and 51 of the Amended Complaint. It is 
the same kind of relief suggcsled by Cor.trol Data and ether coni- 
panies as interim relief measure No. 4, Exhibit 1 to SCM's motion 
of Nov. 16, 1973 (hereafter referred to as "Exhibit 1"). 

Under the principlcn vhich v;e havc discur.scd in Poir.tr. 

1 and II, the Court posr.eni.es power to grant that kind of relief. 
Moreovcr, the MCI decision stand s nguurely for ognity's po ••er to 
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require thc dofendant to deal with plnintiff during tho pondercy 
of the action, despite prior rcfusals to do so. Likewiso, 
Phi lądclpMa Itorld llockc^ęlub stands sguarcly for equity’s powcr 
to restrain tho cxerci.se of exclusivc rights during tho pondoncy 
of thc actien. In that case it wf the exolusivo rights under 
tho re..o.vc olaucc; in this casc, it in cxclusive rights under 
oxistir.g ratonts, oxciusivo rights to secret tcohnology, and 
exolusivo rights under agrccnents with others rogarding tochnoloo-. 
y ct to ho deuolopod. m both Itorld lloc! -.oy and horo. the plaintifi 
have charged that the exerciso of thosc exclusivo rights is un- 
lawful. Also, as in World Hockcu, „horo only 7 of noro than 
200 playera had boon suod for hroach of the rcseruc clauso, the 
relief should be grantod so tl.at Xorox doos not possoss, at the 
instant ol its own choosing, the power to drop tho Sword of 
Damoclcs on SCM, oithor with respoct to tho P lain panor Office ' 
copiers it is attenpting to dovolo r , or with respoct to thc Yan 
Dyl: plain paper Office copier which in carly Decenbor, 1071, S CM 

undertook contractually to market and which it is presently 
attcir.pting to market. * 

Preliminary injunctive relief with respect to Xtrox's 
patent s need not, and should not be limited to existing patents, 

sc *7 rlnnr to show"t'haT _ Xrrox has, horo and, through Ranl*-\rro\* 
abroad, commonced petent infringenont litiration noainśt an**e-e* 

to hew— u^icienJr' 1 ^ rarc ‘ r . ofricc col,ier v; ho Xcrox conr.idered 
to na\ ^Ui Licicnt rw«ourcea to conpotc with Xerox. SCM a 1 no 

fi" ah°»f thnt a ba en t an approprintc injunctioń, tr 
rcanonub o cround to fcar that Xorox will corairSJc raten? lUir-- 
taon against it. ‘ • 1 
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but also patents hereafter acquired or issucd to Xerox during 
the pendency of the action. Assuming Xerox's present patent 
position has been unlawfully acguired and is being unlawfuliy 
maintained, access to that new patented technology is necestary 
so that Xerox does not onlarge its already existing large tech- 
nological lead - a technological lead which, as shown by Xerox's 
1972 Long-Range Plan, threatens to result in an enlargement of 
Xerox's already existing product lead. 

For a potential or act.ual competitor such as SCM to 
attempt to keep pace with Xerox in the years 'ahead - and at least 
preserve the distance which exists between them at this juncture - 
access to the new technology is vital. 

Recently, there have becn events which evidence and 
buttress thatconclusion. In early December, 1973, SCM announced 
that it had entered into a contract to market the Van Dyk plain 
paper Office copier, at that time thr« fnpł-pst plain paper officc 
copier on the market (at 4,000 copies per hour compared to 3,600 
copies per hour for the Xera<"3600"). Although Van Dyk had been 
attempting itself to market the copier for close to two years, 
it is a smali company without a salcs and service organization 
or sufficiently substantial resourccs to bu.ild cnc. 

This market entry by SCM with a relativcly new plain 
paper office copier, on a relatively smali scalę, in attempted 
competition with the Xerox 3600, met two wecks later with an 
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announcement by Xerox which immediately threatens thc existencc 
of that competition at its very birth. According to the Wall 
Street Journal of Decembcr 21, 1973, p. 6, col. 2, 3, the 
chief cxecutive officcr of Xerox announced that ii 197-1 .':erox 
intended to introduce six new products, only one of which he 
identif.ied. T'nat one, the Ardri, according to statenonts 
attributed to Xcrox's chief executive officcr, will be able 
to turn out nearly 3,000 copies an hour. Thun, Ruddrn.lv, 
the copier to bc marketcd by 5CM ir> no longer thc fantcst 
available. 


The anticompetitive effects of both the announcement 
of that new copier (many months before it is actually going to 
be marketed) , and ultiniately, its introduction, ars plain. 

Just at the moment the y&v-<w r__ •, . r . 

^-a -*.c» c j. l a c cumpenrion 

from a marketer such as SCM which has the sales and service 
facilito.es to offer some competition to Xerox (there is no other 
plam paper Office copier which presently has the operating 
characteristics to ccmpete with the "3600"), Xerox has announced 
and will introduce some time within the current year a new copief, pased o 
morę recenfly develcped technology, which will cut down SCM's 
opportunities to compete. Many present or potential custorore f or eitłier 
the Xero>: "360 0" or the Van Dyk copier as now-marketed by SCM, 
are likely to wait for the Xerox Ardri, a unigue new plain panor 

co P* ei ' v hich faces no plain paper Office copier competition. 
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When in fact marketed by Xero>:, many prescut or potential cus- 
tomers are likely to install thc Ardri in preference to the Xerox 
3600 or the SCM-Van Dyk copier; and therećore SCM's competitive 
opportunitics have been limited and restrained. 

In such circumstances, at minimum, access to Xerox's 
patentcd technology relating to the Ardri .is essential* to provide 
SCM with the first essential element in attempting to keep pace 
with Xerox's product innovation. 

Moreover, the Ardri example is illustrative of the sit- 
uat.ion -- and the need for access to the underlying technology — 
which exists as to ali of the other models of plain paper Office 
copiers which are unioue, and as to which Xerox has no or oniy 
little competition, as well as the other unicjue copiers which it 
p]ans to introduce and market in the coming years bared on new 
technology it has developed or has obtained exciusiveiy fro.w 
others. 

The announcement of Ardri's introduction is the kind of 
act anticipated in the Amended Complaint. In paragraph 27 (r), 
for example, SCM refers to Xerox's plans to use the technology it 
has acguircd and aggreyated to introduce new and improved copiers. 

* In addition to granting a competitor access to the technology 
involved (v;hich will rec]uire time to usc before con\petitive 
copiers can be ceveloped ar.d marketed/ another approach v. - ou]d 
be to reąu.ire Xcrox to sell the uniąue product to competitors, 
as cuggested by Control Data in Interim Relief Mcasure No. 7 
(Exhibit 1, p. A-2) . This relief aloro, wiiile of sonie effret 
on the market ing levcl, would not stimuiate compotit.ion in 
the developmont of technology or in warufarturing. 
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Ardri is a dramatic example of Xerox's power to naintain ar.ć' e:*.- 
large its product. lead. 

Assuming arguendo that the showing madę by SCM at the 

hearing does not justify an all-encomoassing license to SCM, the showing 
may nevertheless justify a patent license or patent enforcement 

restraint against Xerox as to particular patents or with respect 
to the patented inventions used by Xerox in particular products. 

We have already referred to one cxample where such lesser in- 
cluded relief might relate only to the patents used in a particular 
product. If less than all-encompassing patent relief is v.arranted, 
then it might be limited to the Ardri, and such other unique 
products as to which a sufficient showing is madę. 

There even may come a time when Xerox argues that if 
the patents it has purchased or acąuired from Battelle, P.ank- 
Xerox, Fuji-Xerox and other s are declared unlawful under Section 7 of 
the Clayton Act or other antitrust laws, the rights under patents 
internally generated by Xerox's own personnel have been lawfully 
acąuired. In that regard, SCM contends that the generation of 
patents internally was possible only on the foundauion of its 
illegally acąuired patented and unpatented technology, and there- 
fore constitutes the "fruit of the poisoned tree.” But assuming 
arguendo that SCM's contention were not sustained in that regard, 
and only its contentions are sustained as to the unlawfulness of 
Xerox's exclusive ownership of patents developed by and acąuired 
from others, then a patent license or patent enforcement restraint 
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against Xerox during the pendency of the action would be justified 
as to those patents whichalready have been, or which ir.ay in the 
in the futurę be acguired under those agreements. 

Without attempting to exhaust all of the possrble com- 
binations and permutations of relief during the pendency of the 
action as to Xerox's patents, it is elear that on a proper show- 
ing soine appropriate relief, whether all-encompassing or partio.] , 
can be granted. 

In paragraph 51 of the Amended Complaint SCM reąuests 
that the patent license directed during the pendency of the 
action should be royalty-free until the finał adjudication. Then 
a determination should be madę, bascd on that adjudication, 
whether any royalty should be imposed retroactively. Although 
SCM considers that approach to be the most eguitable one, never- 
theless the Court possesses the power to require payment of a 
reasonable royalty as a condition of granting the preliminary 
injunction. Whether the Court might want to decree a royalty rato 
during the pendency of the action (in effect, a form of a pro 
liminary in junction bond as to that relief), or await the linal 
adjudication, is a matter which should be, like all the other 
matters pertaining to SCM's motion, decided after the hearing. 

2. Access to Xerox 1 s Unpatented Secret Technology. 

Interim Relief Measuro No. 4 of Contro! Data and other 
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companies (Exhibit 1, p. A-l), suggests that IBM iri its Com¬ 
puter field be reguired to licenso its unpatented technology 
as well as its patented techr ogy; and to afford reasonable 
assistance to others in understanding and utilizing all of the 
licensed technology. Access to the unpatented technology ra aln- 
tained In secret by Xerox „ay be egually as yltal to SCM as access 
to Xerox's patented technology, in SCM's attempts to keep abreast 
of Xerox’s existlng technology and the innoyations to como. 

Either on an all-encompassing or partial basis, the 
Court has equitable power to reguire Xerox to license un¬ 
patented technology to SCM, including that relating to r *rt.i- 
cular unigue Xerox products, and to reguire Xerox to furnish 
such reasonable assistance as may be necessary to use the pat¬ 
ented and unpatented technology which is licensed. 

Although SCM did not specifically dcscribe this type 
of preliminary injunctiye relief in paragraphs 49 through 53 of 
the Amended Complaint, the ambit of appropriate preliminary in¬ 
junctiye relief is not circumscribed oy the pleading. The relief 

to be granted is the relief which the Court deems just and proper 
on the showing that is madę.* 


P 

C , 


See notę 
American 
Eastman Koi 

lippTal 


. L' 


; see also 
•-t y of Corr.posers, 


Co. 


Systems, Tnc. v. 


Columbi a Broadca stincr 

- 3TUTiSupp. 389 (S.D.u“.~r 9 70 ) ; 

-yn— . Fotomat Corp. , 317 F.Supp. 304 (N.D. Ga. 
dismissed 441 F.2d 1C79 (5th Cir. 1971), 
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3. Access to Qualified Personne l. 

SCM claims that one important element in Xorox's mono- 
polization of the skil1 and teohnology of plain paper officc 
copying (and therefore its monopolization of the manufacturirg 
and marketing of plain paper Office copiers) has been its control 
of the technical personnel qualified to use that teohnology (see 
II 27 (e) of the Amended Complaint) . SCM alleąes that Xerox has 
built a technical community under its exclusivc control which 
by 1972 included about 951 of the world's personnel who are pro- 
ficient in xerograply (Ibid.) It claims that Xerox has acouired 
and maintained its control of such personnel by various devices, 
includir.g restrictive emplovment aareements which preveni-ed nr 
restrained them from engaging in xcrographic activities for any 
other company following termination of employment with Xerox 
(paragraph 27 (d) of the Amended Complaint). 

Accordingly, on a proper showing, the preliminary injunc- 
tivB relief reguested in paragraph 53 may bo granted by the Court, 
restraining Xerox against. enforcing or attempting to enforce 
its restrictivc employnont agreements. In this regard, Phila- 
delphia World Hockey is directly in point sińce the NHL was 
restricted during the pcndency of the action from attempting to 
enforce exclusive rights to tlie employment of playors urtder its 
reserve clause, thereby enabling the WHA to comnete for their 


services. 
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B. Preliminary Injunctive Relief Reąuirin q 
Disclosure of Xerox's Present Short and 
Long Rangę Plans ._ 

If SCM makes a sufficient showing as to tha illegality 
of Xerox' s present monopoHstłc or anticompetitiye position 
with respect to technology, manufaeturing and marketing, then to 
preyent the possible demise of an infant cempetitor or even to 
prevent stunting its growth, the Court should grant preliminary 
injunctive relief reguiring Xerox to disclose its short and 
long rangę piane as reguested in paragraph 52 of the Amended 
Complaint. This relief is a vital first step so that SCM can 

be aware of „hat Xerox is planning to do and take that into 

aoponpf- 1 n b»f ♦-«»»- affenmf i nr« , 

-- -r wO ccr.pcto. 

For example, if xerox is planning to concentrate its 
marketing efforts for its new Ardri on an identifiable segment 
of present users of 3600, SCM would be in a better position to 
attempt to compete for the trade of the present 3600 users who 
are not in that segment, otherwise, its competitiye efforts may 
be spent uselessly. To take only one other example, if Xerox’s 
present short and long rangę plans indicate that new copiers 
are soon to be introduced „hieh will obsolete or reduce the con- 
petiyeness of copiers being marketed or designed by SCM, SCM 
might better shlft its approach so as to be able to survive, no 
less grow in its competitive efforts. 

Similarly, Xerox has conducted extensive and ur.matched 
market research concerning the needs and dosires of consumers 
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regarding plain paper Office copiers. Today, only Xerox has 

the benefit of that research in planning new productjs and market¬ 
ing policies to meet those needs and desires. The Court on a 
propor showing should give SCM access to the same information to 
better guide its incipient competitive efforts. 

As Judge Higginbotham said, the antitrust laws need 
not operate only in an attempt to resurrect the dead; the power 
to grant preliminary injunctive relief can bc fashioned to 
nourish the growth of new competitors and potential competi- 
tion. ( Philadelphia World Hockey, 351 F. Supp. at 
510) . 

t 

C. Preliminary Injunctive Relief to Anesthetize 

Xerox's Control and the Anticompetitive Effects 
of Past Acguisitions and to Prevent Futuro Ones. 

In addition to Xerox's purchases and acquisitions of 
patented and unpatented technology, it has purchased or acquired 
other assets and the stock of other companies. If a sufficient 
showing is madę as to the illegality of such acguisitiors of stock, 
including it.s acquisition of the stock of Rank-Xerox (the last 
chaptcr of which was in 1969 when Xerox purchased stock from 
Rank Organiza 1 ion, Ltd. sufficient to give Xcrox vot.ing control) 
then the Court has the power to anesthetize Xerox's control and 
to minimize to the extent possible any futurę ant i cornpet i tive 
consecjuences flowing from that control. It has, we discussed 
nbove, tho power to at loast "freeze 


the abilóty of the acquir- 
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ing company to obtain any further benefits or exerci.se any ffurtho 

control. 

Such an anesthetization of control may include prevent- 
ing Xerox from getting the exclusive benefits of any technical cr 
product developments madę by Rank-;: 3 rox or others whose control 
was accjuired. It and other relief predicated on findings concerr, 
ing the violations by Xerox arising from agreements and combina- 
tions with companies abroad would thus prevent Xerox from imple- 
mer.ting any of its policies in or outside of the U.S. through 
Rank-Xeiox. It would open up greater opportunities for American 
companies such as SCM, to manufacture or market American-made 
Office copiers abroad. 

In addition to granting preliminary jrjunctive relief 
against the further effects of acquisitions already consummated, 
the Court possesses the power preliminarily to restrain Xerox 
against any futurę acguisitions of the stock or assets of any 

other company, as well as the futurę acguisition of any patented 
or unpatented technology. 

D ‘ Forms of Prelimina r y Injunctiyę Relief . 

A review of Xerox's alleged unlawful acts sińce 1501 
(K li 26 and 27 of the Amended Complaint) , and a review of the 
alleged unlawful effects of all of Xerox’s acts („ 28 of the 
Amended Complaint) shows that there are several other subject 
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natter arcas v/hich justify other kinds of preliminary relief. 

If it is assumed at this juncture for purposes of testing Xorox's 
deniurrer that SCM will make a showing of the strongest possible 
likelihood that those acts and their effects have occurred, and 
will continua to occur, and that they are unlawful, the power 
of equity to fashion appropriate preliminary injunCtive relief 
cannot be doubted. Indeed, if it is assumed - at Xerox must 
for purposes of testing its present contentions - that all of 
the acts, effects and violations have occurred as alleged, then 
as shown in Point III the Court has the power, which it should 
exercise, to proceed to fashion and grant permanent injunctive 
relief. 

Moreover, Xerox's acts and practices sińce the institu- 
tion of this action or sińce the filing of the Amended Complaint 
in November 1973, which*carry out the kinds of threatened acts 
or harm referred to in the Amended Complaint, may furnish addi- 
tional factual foundation for the granting of appropriate pre¬ 
liminary injunctive relief. 

CO NCLUSION 

There is no basis for Xerox r s contention.s that a hearing on 
SCM's motion "would be an exercise in futility" and that as a 
matter of law this Court is without power, on a propcr showinn, 
to grant preliminary injunct.ive relief in Hi.is case. Accordingly, 
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Xcror . 1 s objcctionr. to holding o hcaring on SCI 
preliminary injunction ahould bo overruled. 
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TO LEGAL 
FOR 


UNITED STATES DISTRICT COURT 
FOR THE DISTRICT OF CONNECTICUT 


x 

SCM CORPORATION, 


Plaintiff, : 

-against- 

XEROX CORPORATION, 

Defendant. : 

x 


Civ. No. 15807 


DEFENDANT’S REPLY MEMORANDUM WITH 
RESPECT TO LEGAL SUFFICIENCY OF 
PLAINTIFF*S REQUEST FOR PRELIMINARY 
_INJUNCTION 


Desplte its length and rhetoric, SCM's brief does 
not lmpair the concluslon reąulred by the authorltles set 
forth ln Xerox' lnitlal brlef: The constantly expandlng 
preliminary reller reąuested by SCM may not be granted as 
a matter of law because (1) lt „ould nelther prcserve nor 
reotore the status quo, but would lmproperly accord SCM a 
new status never prerlously enjoyed; and (2) u plalnly ls 
not neoded to prerent lmmedlate lrreparable lnjury to SCM. 


L lon. 
Ra:; ln 


A. 

- J -- i0 Lo> * ql Post urę Of SCM»n Motlon 
SCM's ontire brlof i s premised on a 
It would have the Court believe that, 
uffect domurred t.o SCM':; 


false concep- 
sinco Xerox 


motlon, lt muot bo assumed 
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that Xerox is guiltyof the antitrust violations alleged 
in the complaint. Thus, SCM States that the Court must 
assume that :, the ultimate adjudication . . . will be in 
favor of plaintiff on its clalms against the defendant" 

(SCM Brief, p. ^3) — in other words, that Xerox' conduct 
violates Section 2 of the Sherman Act (id., p. 11). This 
totally misconceives the effect of Xerox' "demurrer." 

Simply stated, it is Xerox* position that, even lf 
it be assumed arguendo that SCM will establish, at a pre¬ 
liminary hearing, a substantial likelihood that it will 
ultimately prove at trial its antitrust charges, there is 
no point in holding such a hearing because SCM would still 
not be entitled to the reąuested relief pendente lite . 

This, of course, is a far ery from assuming that, after 
trial, the Jury will find for SCM, much less that Xerox ij^ 
an unlawful monopolist. 

It is precisely because a preliminary injunction 
curtails the defendant's cor ict prior to a fuli adjudica- 
tion on the merita that the remedy is an extraordinary one, 
strictly limited to cases of irnmediate lrreparable injury. 
Xerox is entitled to a fuli trial, after adeąuate discovery, 
on each of the numerous factual and legał ąuestions at issue 
between the parties; and SCM cannot, under the guise of a 
preliminary Injunction motion, shortcut Xerox* right to 
defend ltself. 
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The Status Quo 
1 ^ 

In its initial brief, Xerox set forth the legion 
of authority which establishes that the purpose of a pre¬ 
liminary injunction is to preserve or restore the status 
quo, that is, the last uncontested status of the parties; 
and that preliminary relief which would accord a party a 
new status never previously enjoyed may not be granted 
(Xerox Brief, pp. 5-1*0- Without Corning to grips with this 
plethora of Judicial authority, but on the strength of a 
notę by the edltors of the Harvard Law Review,» SCM asks 
the Court to innovate by using its eąuitable power to 
"create" a new State of affairs (SCM Brief, p. 6). The 
fact is, however, that the student author’s statement is 
shoer lpse dixlt unsupported by the cltation of any author¬ 
ity. Indeed, the author expressly recognizes the contrary 
Judicial decisions, but chooses to disagroe. It goes without 
saylng that student preference is no match for Judicial 
author!ty. 

*ivve) opm enTs I n the Law - Injunctlons . 78 Harv. L. Rev. 

99*1, roso, 1058 (1965). 
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2j_ 

SCM cites the same law review notę for the proposi- 
tion that "a common exception to the status quo rule is 
found in cases involving acts prohibited by statutes" (p. 12). 
Any notion that this eąultable rule does not apply to actlons 
involving alleged violations of the antitrust laws flies in 
the face of the decisions discussed in Xerox' opening brief* 

— not to mention the express language of Section 16 of the 
Clayton Act, which mandates that "the rules governing . . . 
proceedings [in eąuity]" apply in private injunctive anti¬ 
trust cases.** Moreover, far from establishlng any exception 
to the rule, the two State court cases relied on by the 
law review actually apply it. State Bd. of Accountancy v. 
Lender's Serv. Corp. , 179 Cal. App.2d 190, 3 Cal. Rptr. 696 
(Dist. Ct. App. 1960); Rattikin Tltle Co. v. Grlevar.ce Co nr. . 
of the State Bar , 272 S.W.2d 9^8 (Tex. Civ. App. 199*0. In 
each of these cases the court grantod a preliminary injunc- 
tion prohibitlng the defendant from engaging in unauthorizod 
prof esr. Lonal practice, thus restoring the status quo as 
it exlsted before the eontroversy arose, 1 . o . , before the 

* K. r .. , Warner Bros. Pictures v. Gittone, 110 P. 2d 292 ( 3d 
Cir. 19*10); Melselman v. Paramount Film Dintr. Corp., 180 
F.2d 9*t (*)th Cir. 1 S 0); Tanner Motor Livery, I.td. v. 

Avis , I mc., 316 F.2d 804 (9th Cir. 196 3), cert, denled . 

379 U.S. 821 (1963); Burbys Frostcd Foods, Inc. v. Mc¬ 
Donald':; Corp., 197 3-2 Trade Cno. H 7**,622 (D.N.J. 1973). 

**"Any person . . . shall bc entitled to sue for and have 
in.iunct ive relief . . . agalnst threatened loss or damage 
by n vlolation of the antitrur.t laws, . . . wlion and under 
the same condit.lons and principles as injunctive relief 
agalnst threatened conduct that will causc loss or damage 
is. grantod by court:; of equity, under the rules governing 
.'•uch proceedings . . . ." 19 U.S.C. 5 26. 
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unauthorized practice commehced. As the Texas sppollate 
court stated: 

[T]he status quo to be preserved 
by temporary injunction is the last, 
actual, peaceable, noncontested status 
which preceded the pending controver- 
sy • • . (272 S.W.2d at 955). 

3. 


Nor do the federal cases discussed by SCM, with 
the possible exceptlon of one aberrational district court 
decision * lend any support to SCM's position. 

_r_oledo : _ A. A. & N. M. Hy . v . Pennsylyąnia Co. , 5 h 

F. 730 (N.D. Ohio 1893) (SCM Brief, pp. 10-11), was a suit 
by a railroad which sought a preliminary injunction agalnst 
a union officer who had instructed unionized railroad em- 
ployees not to receive and deliver freight cars in the course 
of their Interstate travel. In granting the preliminary 
injunction, Judge Taft madę it elear that the court was 
restoring conditlons to the last uncontested status of the 


parties -- when defendant's members were Processing Inter¬ 
state cars. In a passage directly following the language 
quotod by SCM, the court stated: 


"Now, the norma1 condition — the 
status quo — between connecting 
^ommon carrlers under the Interstate 
commerce law is a continuous passage 
of freight baekward and forward be¬ 
tween them, which each carrier has a 
right. to enjoy without interrup- 
tlon • • • (54 F. at 741). 


"Philadelrhia World Ilockey Club 
Hockc.y Club, Inc., 351 F. Supp. 


Inc. v. Philadelphia 
462 (E.D. Pa. 1972). 
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By no stretch of the imagination could it be sald that thc 
injunction accorded plaintiff a new status. 

Danlelson v. Local 275, I.aborors Internationa! 

Union of Uorth America , 479 F.2d 1033 (2d Gir. 1973) (SCM 
Brief, pp. 12-13), is precisely to the same effect, as Xerox 
notcd In itr, lnitial brief (at p. 9). The preliminary in¬ 
junction against picketing ordę red by the Court of Appealr, 
restored conditions to their last uncontested status before 
picketing had commenced. SCM's statement that "the State 
of affairs which existed at the commeneement of the suit 
was picketing ..." (SCM Brief, p. 13) merely underscores 
its failure to recognize that a preliminary injunction may 
properly restore conditions to a prior uncontested status 
as we11 as preserve them as of the time suit is commenced. 
Again, nothing in Daniel son in any way suggests that pre¬ 
liminary relief may grant a plaintiff a new status never 
previously enjoyed. 

Unlcon Management Corp . v. Kopperr, Go. , 3 66 F.2d 199 
(2d Clr. 1966) (SCM Brief, p. 13), in likewise of no help 
to SCM. In that caso, Kopperr. had acquired Malan Construction 
Corporation and agreed with Unlcon that the latter would 
manage the acpuired company for five years. The district 
court foiuid "that the right of ultimate contro! ovor its own 
d<>pa rtinent war. ver.1.ed in Kopperr." ( 366 K. 2d at 20 3), and 
granted a prol Im i nary injunction prohlbltlng Unlcon from 
partlclpatlng In managetnent except ar. requcsted by Kopperr.. 
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The Court of Appeals agreed, stating: 

"We find that the order does serve 
to maintain and preserve the status quo, 
inasmuch as it does reflect Koppers' 
right of ultimate control, and in dolng 
so, prevents the dissipation of the busi¬ 
ness and the possible loss of records." 

(Id. at 204). 

Once again, it is self evident that the court in Unicon did 
not employ the remedy of a preliminary injunction to bestow 
a new status upon a party. 

,SCM also cites a number of Section 7 cases in 
which the government obtained preliminary relief reąuiring 
the defendant to hołd acquired stock or assets separate 
pending ultimate adjudication of the legality of the chal- 
lenged acquisition (SCM Brief, pp. 18-21). As Xerox pointed 
out in its initial brief (at p. 8), when a preliminary in¬ 
junction is ordered prior to a merger's consummation, it 
serves to preserve the status quo; likewise, when prelimi¬ 
nary hołd separate" relief is ordered after the merger has 
taken place, its function is to restore the last uncontested 
status — the situation immediately prior to the acquisition. 
In neither evont does the injunction create a new status. 
Thcr.e casco thus are of no aid to SCM. 

Nor can SCM derive any comfort from National Asso - 
C-ljit. 1 on __ of hcttor Carrlers v. Sombrot to . 449 F.2d 915 (2d 
Cir. 19M) (SCM Brief, p. 14). This was a labor case which 
arose ln a unique statutory context. The Bronx local of 
tho NAF.C had threatcned an unlawful strike in conjunction 
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with another non-affiliated union. NALC, acting In accordance 
with the Landrum-Griffin Act, thereupon imposed upon the 
local a trusteeship which, pursuant to 29 U.S.C. § ^Mc), 
was presumptively valid for eighteen rnonths. When the offl- 
cers of the local refused to comply, NALC sought a prelimi¬ 
nary injunction to enforce the statutory trusteeship. In 
granting the injunction, the Court of Appeals stressed that 

t 

"the contcxt in which this case arises [is] . . . of special 
significance." (4^9 F.2d at 920). Since, by statute, the 

trusteeship was presuned to be valid,* "Congress can hardly 
hiave wanted to leave to the local the option of reversirig 
this statutory burden by simply ignoring its parent's man- 
date." (Icl. at 921). In other words, it would havo turnel 
the statutory scheme on its head nnt to have granted the 
inj uncti on: 

"[W]e are asked to enforce a statu¬ 
tory scheme which clearly evidences 
an expectation that disputes ov-'r 
trusteeships would be litigated with 
the trusteeship in effect." (Id.). 

■•■GI ' cat. i ons Co. V . American V> • 1 opi k>hq 

Ve 1 1 Traph Co. , (E.D. Pa. December -ii, 1973), on which 

SCM heavily relie: (SCM Brief, pp. 1^-16), i.-, also patent ly ln- 

apposlte. In that case, ttie court found that the Federal 

Communicat i oiu* ‘ 'onm l ss I on , after fuli adjudfcatory proceed- 

i ngs, ha I ordorod ATUT to "provide all 1 ntorconneętl ori 

"Since the statut.ory firouumpt i ori of validit.y could be over— 
como oiiJy by a showlng th.at the 1^ i * u: * * oosh i p vm:; 1 rnposod In 
bad fal tli, the court. hel U that "the pareui i;; mtltlod to 
a pre l i ni m r.y injunction ) nipo:* Ing a trust, cesh i p on appllco- 
t i on mil < the local corries forward with adefjuate proof 
that the trusteeship i not be Ing sought iri good falth." 

A A 9 F. Pd at 921. 
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necessary for the specialized carrier [plaintiffs] to pro 
vide the services they were authorized to provi.de" (Findii 
of Fact 62, p. 14); that "AT&T either did present or had 
the opportunity to present its fuli rangę of arguments 


against the authorization 


(Finding of Fact 69, 


p. 16); and that the court was "merely being called upon 
to enforce those orders." (Conclusion of Law 5, p. 21). 

In short, a preliminary injunction was granted merely re- 
ąuiring AT&T to do what the FCC had already ordered it to 
do following a plenary trial on the merits. Manifestly, 
the circumstances disclosed by the MCI case bear no resem- 
blance to the present posturę of the case at bar, where 
Xerox has had no trial, no order has been issued against 
it by any agency, and there has been no adjudication that 
it has violated any law. 

The only case citcd by SCM which even remotely 
gives it any confort on the status quo issue is Phi ladęlnhln 
Ij O - Pld Ho ę key C lub, Inc. v. Philadelphla Hockey Club, Inc. . 

F. Supp. 462 (E.D. Pa. 1972). It suffices to say that 
the distriet court's ruling is in conf.lict not only with 
.V. tah lis!, od equitable doctrine but with the controlling 
law ln i ir. own Circuit,* which the court fails even to 
”"n'.ion. odclly onough, the court’s opinion contains a 
>■ irlur .nti of law that "Tiie issuance of a preliminary in- 
■' ‘ !h ’ 1 * UMI I' mai nta.In the status quo until a finał 

) 1 ' 1 Mr ° ” ricturoy v * 01 tlone, ! 10 i . . ( Cii*. 
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adjudication of the merits" (ld. at 518).* 

In sum, the courts have repeatedly recognized the 

vitality of the Cardinal principle that the purpose of a 

preliminary injunction is to preserve or restore the statuo 

quo and not to put the plaintiff i n a new position for the 

first time pendente lite . SCM recognizes that it cannot 

succeed under that principle and therefore urges the Court 

to reject it in favor of a rulc which would allow the grant 

of a preliminary injunction to creatc an entirely new State 

of affalrs prior to a trial on the merits. This would not 

only be new law; it would be bad law. 

2_l 

Irreparablo In jury 

1 . 


The most startling aspect of SCM's brlef lo that !t 
makes no real effort to explain how or why the plaintiff 
needs the typc of preliminary relief It r.eeks. Rathor thari 
face up to this cr 1 tlcarl issuo, SCM endeavors to finesoe 
the point by mak Ing two legał argurnerits: (1) That SCM need 
nok show sny 1rrepnrabie injury bocause it sues as a private 

at t.orney generał and thepefore r.hould havo no greater 

*lt i: - , not ewoih.hy thnt the dlstrict court found tiiat the 
W HA , a 1‘ I edg 1 i t witl ii ny < stał Lished 

player:', would suffor irreparablo Injury lf the preliminary 
in,l uncl i e w« i* n t i. i. Hven the realities of the 

■ ■ y i islne . , t.hi • uiM ur 1 that lf the WHA "does not 

have sono super.*.tars to nurturo and r.ustaln t.ho public in- 
terost., ii will not becoinc a vial)le compelltor to the NHL" 

(i51 K. Sup| . it 515) -- in ii' I - w " ■ ■, that with ut pro- 
I i ml nary relief, tlie plaintiff woulil not survivo. Here, 
per eon 1 i" i , it is elear that SCM will not suffor any such 
irreparahle Injury lf the relief it requests is not granted 
pondonte 1 1 to . 
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burden than the government would have in an equity case 
under the antitrust laws; and (2) that, in any event, i rre- 
parable injury is necessarily present in every private 
antitrust case because the plaintiffs damages are always 
uncertain in amount. In other words, SCM argues that 
irreparable injury need not be shown or must be presuned 
as a matter of law. Both points are legally untenable. 


SCH’s brief is replete with references to the 
alleged need for promoting the public interest by issuing 
the reąuected preliminary injunction. Wrenching certain 
statements in Gulf & Western Industries. Inc. v. Great 
Ul ąrit. ic & Pac i H Tea Co. . kjG F. 2d 687 (2d Cir. 1973), 
out of context, SCM asserts that, sińce it is acting-as a 
private attorney generał, "the public interest reąuiror th 
application of the same standards in determining a private 
P ai 'ty' motion for a preliminary injunction as are applied 
i n determining sucli a motion madę by the govornment." (SCM 
Brief, p. 7). As explalned at length in Xerox' initial 
^PP* Gulf ft Westorn holds no such thing. 

Nt rouLd lt, sińce Congress hno drawn a Sharp distinction 
bet won the preliminary Injunction standards applicable 
in goyiTiiinent and pr Wato suito. 

Ar. ml ja ■ Hlfklnd observed in anothor cont<;x1, "the 
s ehe no of the r ant itru.-11 statutu is sharply to dlstingulrh 
hotween Goyernment suito, clther crlminal or clvll, and 
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prlvate suity for injunctive relief or for treble damages. 
Different policy considerations govern each of these." 

United States v. Bendlx Home Appllances, Inc. , 10 F.R.D. 

73, 77 (S.D.N.Y. 19^9). With respect to the availabillty 
of preliminary injunctive relief, thls vltal dlstinction 
is embodied in the very language of the Clayton Act. In 
contrast to Section 15, which permlts the government to 
obtain such preliminary relief "as shall be deemed junt in 
the premlses," Section 16 expressly conditions the grant 
of a preliminary injunction to a private party upon "a 
showing that the danger of irreparable loss or damage i:; 
lmmediate . . . As stated in United States v. Inr°rsoli- 

. — i --mm* . 

Rand Co. , 320 F.2d 509, 52') (3d Cir. 1963): 

"A private plaintiff must show that 
hardshin or damage will rosult to it, 
but where the United States is the 
plaintiff, as here, the United States 
is not required to prove public detri- 
ment from a merger which would vioiate 
the provisions of Section 7." 

Thus, SCM in correct whon it States: "In a Govern- 

mont case, the Govornment neod riot provo the ox i stonce of 

1 rreparnblo injury to tho public on a motion for prelimi- 

nary Injunction" (SCM Brlof, p. 3'!).* The only flaw in lis 

* Arion g tho nuthorltles SCM oitos for thls blank lot.tor rule 
i:- a Harvard Law Rovicw notę, 79 Harv. L. .. • i] ( 1965 ), 
v;h!cti Itsolf niakes tho crucial dlstinction bot we on actions 
Socttonn 1 '. and 16. Aftor notlng the diffrrenco in 
statutor.y language, the author States: "Section 16 furthor 
requlrt.-s that a prlvate party show that he will suffor J rro- 
P 1 • :! ' ■' losu or damage i r 1 bltt absonco r t h< or<b p. a com— 
parł .on of the two sect ions sugger.ts thal preliminary 
lnjunotlvo relief at tho suit of the Governr:ienl is not an 
e/traord i nary remody, as. it. is whon renuentod by privatr 
Ind i yidual s . " Tek at 398 . 
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argument is the immutable fact that SCM ls not the roverr.~-gy 

As far as Gulf & Western ls concerned, it is true 

that- the Court of Appeals stated that "a preliminary in- 

junction would serve the public interest as much as A&P's 

privat.e interests" (^76 F.2d at 699), and that private anti- 

trust enforcement is salutary because the government cannot 

prosecute every violation.** This observation is plainly 

beside the point here, sińce the government (1 .e. , the 

Federal Trade Commission) long before the advent of SCM as 

a i i , 1 /ate suitor, had both sought out and commenced prose- 

cution of Xerox' alleged monopolization. SCM’s role as a 

prlvate attorney generał (as distinguished from its position 

a., an ordlnary private lltigant) ls therefore superfluous. 

Tn the finał analysis, of course, the complete an- 

*r’roceeding one step furthor down the litigation road, the 
i "fi .-•) 1 impllcatlon of SCM 1 s argument ls that as a prlvat< 
attorney generał, lt (like tlie government) would be en- 
titlod to permanent lnJunctivo relief after a trial merely 
upon proof of an antitrust violation, even with no addi- 
tional showlng that SCM was itself threatened with conse- 
quential loss or damage — a result expressly precluded by 
Section 16. Indeed, SCM has recognized the necesslty for 
su :h an tdditi na : sh w 1 ng. (Tr. of Dec .7,1 97 3 at p. 23). 
What SCM is contending, therefore, is utterly nonscnsical: 
i\.~ a mali.er of preliminary relief it st.nnds In the shoes 
of i he j a' vernment and need not. show irreparablo injury; but 
wilcu it eonies to permanent relief, suddenly lt no longer is 
( 11 parity with the govornment and must shoulder the bur- 
it n ot' proving threatened loss or damage to its business 
er property. 

"Since lt. ls impossiblo as a practical matter for 
the goyernment to seek out and prosecute every im— 
port.ant vlolatioti of laws des i rned to protoct. tlie 
i' 111 ' 1 ’ 11 ' 1,1 the ng-rogate, private actions brought by 
rn-•tnhers of the public In their capaclties as in- 
vestors. or compet 1 t.ors, whlcli incidentally benefit 
the generał public interos.t, perform a vital puhLic 
servlce." Td. 
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swer to SCM’s rellance in Gulf & Wentom is the fact that 

the Second Circuit based its affirmance of the preliminary 
injunction sąuarely on the district court's finding that, 
absent interlocutory relief, A&P would be irreparably in- 
,’ured (^76 F.2d at 698 ). See Xerox' initial brief, pp. 
30-33. 

Unless Congress sees fit to amend the governing 
statute, immediate irreparable injury is a necessary pre- 
reąuisite to the issuance of a preliminary injunction in 
a private antitrust action. The noint is simpiy inarguable. 

SCM's other legał argument with respect to irre¬ 
parable injury is just as specious. Tacitly acknowledging 
that the availability of an adequate damage remedy would 
preclude the issuance of a preliminary injunction, SCM 
asserts that, because the damages it might suffer during 
the pendency of thls suit "are difflcult to ussesr.," their 
recoyery after a trial on the merits would i" inadeąuate 
(SCM Brief, p. 29). SCM falls to exp]nin wh,y the proof of 
whatever damages it might inour between riow and the ••ntry 
of a finał Judgment will be any morę difflcult 01 * uncertain 
than proof of thor.e it clairns have nlready bron sur.talned 
and whlch It. ha;’, .-.olernnly lnformed the Court it can estab- 
1 i uh by :t1 least two al t.ernat l ve metłiods. (Transcript of 

Peeembor 7 , 1973 at pp. hh — h6). SCM plainly ha;’, an ado- 

* i luleed, ii* SCM i.-. .;oi , lou;’. in ar.r.orting tiiat it need not 
ahow i r ? , i , pai'ab Lo injury, ono might wondor why itr. conplaint 
contalnr. ropoatod conn 1 ur.ory al l< gatlonr. to that offoct. 
(Airuuided Cnmpialnt, 1IH 2, jO(a), r j , \) . 
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quate remedy in money damages here undor the applicablc 
cane law. Seo Xerox' łnitial bricf, pp. 26-28. 

But the crushing answer to SCM's argument comes 
from SCM ltself. In an effort to persuade the Court that 
proof of its damages is indeed uncertain, it, remarkably 
enough, cites the very decisions of the Supreme Court 
which relax the plaintlffs burden of proving the ąuantum 
of its damages in a private antitrust case. (SCM Brief, 
pp. 29-31). It is hornbook law that a treble-damage plain- 
tiff need not prove its damages with certainty and that the 
risk of uncertainty must be borne by the defendant once it 
is proved to be a wrongdoer. As Chief Justice Stone held in 
Blrelow v. RKO Radio Pictures. Inc. . 327 U.S. 251, 26^-65 
( 19 ^ 6 ): 

"[T]he Jury may make a Just and rea- 
sonable estimato of the damages based 
on relevant data .... The most 
elementary conceptlons of justice and 
public policy require that the wrong- 
door shall bear the risk of the uncer¬ 
tainty which his own wrongdoing has 
created." 


liiiii > " •!' • , Kast ma u Kodak Co. v. Southc?rn Photo Materials 
—1:.» ■ ' ! i 1 )'-, 379 (1927) ("a defendant whose wrongful 

cMMi.łwct has rondo red difficult the ascertainment of the 
rrrcl.-.c damages auffered by the plaintiff, is not entitled 
to complalii that thoy cannot be measured with the samo oxact- 
"• r - 1 '• ; 1 s I 11 awould othorwi s< bo 1 .• r> ; t l< . " ) ; SI 

: M J fili* V. !’•' rs nr, !’• > ) r m a 1 1 ?H2 IJ.S. 5‘ 

(Id l) (quoted In SCM Brief, p. qo). 

These ca sos 


exposo tho Alico-in-Woniorland quallty 
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of 3CM'« nrrunient. Evc-n 1 f SCMV. dama-er ilu ring the 
pendency of this action may be uncertain, if it can prove 
them by a "just and reasonable estinate" — as it statos 
it can as to past years — they can bo recovered (and 
trebled to boot) ; and if they can be recovered, SCM's 
injury is not irreparable. 

What SCM's argument really boils down to is the 
propooition that, sińce all antitrust damar.es aro uncertain, 
an antitrust plaintiff seeklng a preliminary injunction 
never has an adeąuate remedy at law and therefore is a 1 waye 
irreparably injured. This would expunge the irreparable 
injury standard from Section 16. Needless to say, any such 
rad.ical statutory surgery must be performed by Congress, 
not the courts. 

When SCM finally addrer.no:’ itr, -If to the npcoific 
items of relief which it is seeking p^n lento lit o (SCM 
Brief, : : . 59 et seq .), it makes n effort t explaln how 
i: cou1 1 1 eoneeivabIy suffor the roquisite irreparable 
Injury I I* tlnt relief were deniod. 

\ Patented gy -- Xerox* lnltlal 

brief e>n >s.e i ilu- epliemorai naturo of any SCM injury result- 
in from lis fal I ur«» to roceWe a patent 11 cenne pendcnte 
Mj_e (X. r ■> i-rlef, np. I/l-.M). Since Xen»x wi 1) not reek a 
pi\ liiiiniry injuncl i on nalns.f any l n f r l uf •■;!• nt by SCM, 
and s.inoe it eouiił not ohtain permaneut in.junetivc relief 


wltlnuit prevni 1 lin*, on the ir.sue of antitrust violatlon which 
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would inevitably be raised as a mlsuse defense, as a 
practical matter SCM cannot be restrained by Xerox' patents 
from manufacturing or marketing plain paper copiers, now — 
and it sirrii larly cannot be restrained from so doing by any 
futurę Xerox patents that may issue pendente lite . It 
necessarily follows that Xerox' patents in no way lrr.pede 
fCM's ability to compete during the progress of the present 
case. SCM's assertion that the threat of a Xerox patent 
suit hangs over it like a Sword of Damocles poised to behead 
it (SCM Hr ł ef, p. *10) is thus empty rhetoric. By the same 
token, SCM' s purported concern (SCM Brief, pp. *10-*ll) over 
ttie "need" to indemnify its customers against infringement 
proceed1 ngs is totally obviatcd by Xerox' undertaking not to 
sue any machinę end user for lnfrlngcmor.t (Xerox Brief p. 2H) 
Nor can the mere cornmencomont of a patent Infringe- 
,: i°nf uct i<>n against SCM by Xorox (absent a pre] iminary 
injunction) seriously Injure SCM. (Parenthetlcally, SCM' 
antJtrust oomplaint in this case is not prenised on alle- 
i 'it.ii ns i*. ' acklrii' the validity of Xerox' patents; the 
comp] a i u’ ( % ) pi*oceeds on the as.sumpt 1 on that such 

; ; .‘ i’« va • y is .■ i. 1 It goes wit 1 ut saying th 

•’ ”•'» • ■' ! 'my willi 19 7 d to lal assets in excesc of $500 

, " iI!Iiom llhl !U ' s.-il.m of a 1 most $1 billion, would not roli 
,v " i' 1 pi ; '.v d- i i ]f sued for patent lufrIngement. But 
: spoeulnle a i u; i \ • tter. SCM' s 

’' d ' tiv" viability has not been affect- I in the slightest 


* 
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by the filing of Xerox' patent infringement counterclaims 
ln this very action with respect to coated paper copiers.* 

The short of the matter is that SCM does not need 
a patent license pendente lite (or its prohibitory obverse, 
an injunction against patent infringement suits). It cannot 
possibly be irreparably injured if such relief is de.nied. 

Access to Unpatented Kriow-How -- SCM summarily 
States that "access to the unpatented technology malntained 
in secret by Xerox may be eąually as vital to SCM as access 
to Xerox's patented technology, In SCM's attempts to keep 
abreast of Xerox's existlng technology and the innovations 
to come." (SCM Brief, p. 66; emphasis supplied). It is not 
surprising that SCM refrains from claiming that such drastic 
relief is_ necessary to avoid irreparable injury. 

This request is a obviour. afterthought. Neither 
SCM's orlginal A6 page complalnt nor its ? 5 page amended 
complalnt sought access to Xerox’ know-how nendento 1 11o , 
despite the fact that such a reguest was Included ln SCM’.; 
amended prayer {'or permanont injunctive relief (Amended Com- 
plalnt i! h?). This was plalnly not a matter of overslght. 
SCM nade a consclous and dellberate determinatlon that it 
dld not need access to Xerox' know-how prellmlnarily -- and 
for guod roason. 

The vcrv facts set forth in SCM's brief (p. 61 ) 

•SCM is no difTeront ln this respect. than JIM, Litton and 
Dennison, each of wlilch is presently defendlng a Xerox 
patent infringement action. 
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make it perfectly apparent that SCM does not need Xerox' 
know-how to compete effectively. A much smaller company, 

Van Dyk, wlthout access to any of Xerox' unpatented tech ¬ 
no loK.y , developed a machinę which SCM declares is "the 
fastest plain paper Office copier on the market (at *1,000 
copies per hour compared to 3,600 copies per hour for the 
Xerox '3600')." SCM can hardly plead technological inabil- 
ity to do what Van Dyk has already done. Moreover, as a 
distributor of the Van Dyk machinę, SCM stands to reap 
the benefits of Van Dyk's development.* 

What is morę, If Xerox were ordered to disclose 
its know-how to SCM pendente lite , Xerox would be irreparably 
injured if the jury should ultimately find in Xerox' favor. 


®SCM makes much of Xerox* recent announcement of its in- 
tcntion to introduce the "Ardri" machinę. SCM claims this 
will binder the competition of the Van Dyk machinę. It 
Insinuat.es that development of "Ardri" has been a carefully 
fiuarded secret and that the new machinę's announcement was 
trinrercd by SCM's public plans to market the Van Dyk 
copier. The fact of the mattor is that Xcrox' development 
of a machinę capable of producinp; morę than 7,000 copies 
111 boui’ ( 1 . e. , "Ardri") has been public knowledce for morę 
ilrin a year as. the nowspaper articlos appended hereto as 
Append i x A and Anpendix B plainly demonstrate. De.spite this 
pub Lic i ty, SCM went fuli steam ahead and cntered Into its 
d \ s.i. r i but. ion arrarinenient with Van Dyk. What is morę, Van 
Dyl. its.elf has been <'oLn{' forward with its developmont work. 

‘ hu;., i t.s Brosidont informed the Van Dyk siiareiiolders by 
U t.t.M- dated October 2 , 1073 (Appcndix C hereto) that the 
company Is devolopinf: a machino capable of makinr: B,000 
copies. por hour — which ho deser! bod as Van Dyk’s 
"potent lali y most important product," addinr; that tho 
machin, "iooks. very promisinR." 
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For secrets, once disclosed, can never be recaptured. In 
short , this belated reąuest For interlocutory relief is 
so clearly beyond the realm of both necessity and pro- 
priety that it cannot be taken .seriously. 

Access to Cjualiflcd Personnel — Since, as Xerox 
represented In its initial brief (p. 3), the restrictive 
employment agreenents of which SCM complains (SCM Brief, 
p. 67 ) are no longer in effect, this reąuest is moot. 

Access to Xerox l Plans — Xerox' initial brief 
pointed out the total absence of any legitimate need on 
SCM's part for access to Xerox' secret futurę plans which, 
if provided to a conpetitor, would give SCM an undue and 
unwarranted competitive advantage (Xerox Brief, pp. 2L~? r j). 
Although SCM's brief (pp. 6B—69) maintains that such plans 
shouid be turnod over to strengthen SCM's competition, no 
attenpt is nade to explain how SCM will be irreparably 
injured without these plans. Xerox' other conpotitors, 
including Van Dyk, do not have the benefit of Xerox' plans. 
Surely SCM is not entltled to any such singular anticom- 
pe titivo priv!1 o go. 

Relief As. t.o Kank-Xorox -- SCM assorts that "the 
Court bas the power to anosthetlze Xerox' control" over 
R.ani:-Xerox by "preventIng Xerox from gett Ing tho exclusive 
boMoflt;* of any tochnlcnl ur product developmcnts mado by 
Hani-X(M'' (SCM Brief, p. 70). l.ike the reąuest for 

know-how, this. prayer for relief pendent, o 1 i t e was not 
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included in SCM's original or amended complaint, and can 
only be viewed as a transparent afterthought. The very 
]east that one should expect from an applicant for this 
extraordinary remedy is that it seriously consider the 
necessity for the particular relief requested of the Court. * 
SCM should not be permitted to treat a preliminary injunc¬ 
tion motion like a football gamę with unlimited substitution. 
There is not one word in SCM’s briof even purporting to 
show why such relief is needed pendent^ lite or how SCM 
will be irreparably injured if it is not granted. Indeed, 
one will search SCM’s complaint in vain for any allegation 
that Xerox obtains any technological "benefits" from Rank- 
Xerox. To the contrary, SCM alleges (1 27(t)(ii)) that it 
was Xerox which contributed patents and know-how to Rank-Xerox. 

Another brand new preliminary relief request, madę 
for the first time in SCM's brief (p. 70), is that Xerox 
should be enjoined from acquiring any assets, stock, pater.*:- 
°r know-how from ąnv other company. This cavalier suggestion, 
mad ' ln paSivIn G, la not supported by any rearoning, much 
n I 11 ..i nt„ii i°n that such relief is needed to avoid 

1 nv,M1 ' :i1 1,1 ln,,ury — an additional example of SCM’s shotgun 
ap| :-o;j eh to preliminary relief. 


/Wij i 1 ab i 1 i t y ol‘ Remanent- Re 1 i , f 


Po i nt. 


of SCM' s brief suggmt.s that the Court 


°" a pr " llnl,n r.V Injunction hearinr, grant all or part 
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of the pcrmanont relief prayed for in the cornplaint (SCM 
Bricf, pp. 53-5*0. In so doing, SCM relies on cases in 
which there were no disputed issues of fact, so that the 
propriety of finał relief could be decided as a matter of law 
at a preliminary injunction hoaring.* 

This argument faces two insurmountable obstacles. 
First, Xerox' right to a jury determination with respect to 
each relevant issue of fact procludes the Court from making 
ultimate findings on this motion. Sec Xerox’ initial brief, 
p. 21, fn. Second, there are a multiplicity of hotly con- 
tested key issues of fact in this case, and it is frivolous 
to pretend otherwise. 

Concluslon 

When all is said and done, the reasons set forth 
in Xex’ox' initial brief why, as a matter of law, SCM rnay 
not obtain the preliminary relief it seeks rema In unansweiu i 
by SCM*3 brief. Moreover, SCM's real objoctive here — to 
obtain an advisory opinion as to the likelihood of its ult.1- 
mati' succoss on the merita — is now revealod explicitly 
by SCM’s own wnrds: 

, in Standard OJ3 C< . of T<;xas v. Lopen 5ai Jo,, 2*1 1 1 
504, : I- th Clr. 3 95 1 SCM Brief, p. 53), th< 

Court stai.t d: "Yhort* appear to be rio materiał Issues of 
!’aet .... Ncthing moro ,renainecl to be t.riod." Siinilarly, 
1 ■ ' ' . v. Snydór, i 06 V. 764, yyo (6th Cir. 

1 ino) (SC ; ! ł riof, p. 5*0, "the facts were substantially 
■ :." And in J ty v. Prer.t nette, Inc., 

’ ’ 1 ' 1 ; !•'’), v *d on ot hor rounds, ■ 4 U.S. • • 

(19**4 ) , t ho court oxpressTy found that. "ft lliorc are no 
uneontrovcrt(?d ąuostions of fact . . . ." 
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"For SCM to undertake such a comnit- 
ment [ 1 . e . , of resources and money] 
during the pendency of the action 
v/ithout preliminary injunctive relief 
in the face of the threat of patent 
enforcernent by Xerox and its attendant 
anticompetitive restraint might very 
v/ell be economic suicide. A dęcia i on 
by the Court that SCM la llkely to 
establish Its clalms agalnst Xerox 
substantially reduces that rlsk to 
mana^eable proportlons ." (SCM Bri e f , 
p"T A i ; emphasis supplled) . 

This i 3 not a legally sufficient ground for the grant of a 
preliminary injunction. An advisory opinion does not oper- 
ate to preseryo the status quo; and failure to secure such 
Judieial advlce is not irreparable injury. 

Since SCM is not entitled to the preliminary relief 
it seeks as a matter of law, its motion should be denied. 

Respectfully submitted, 

Dated: February 15, 1974 


KAYE, SCHOLER, FIERMAN, HAYS Ł 
HANDLER 

425 Park Avenue 

New York, New York 10022 

KENYON & KENYON, REILLY, CARR & 
CHAPIN 

59 Maiden Lane 

New York, New York 10038 

JOHN R. MURPHY 
Xerox Corporation 
Stamford, Connecticut 06904 

CUMMINGS & L0CKW00D 
1 Atlantic Street 
Stamford, Connecticut 06904 


Attorneys for Def^r.dant 
Xerox Corporation 
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iVo. 1 Xerox Wants Morę Copier Busines. 


n.v WILLIAM D. SMITH 

In 1971 morę than one trillion copies 
wcre m.ide throughout the world on Of¬ 
fice copiers, dupitcators, offset, mimco 
dcvices and carbon paper, occording to 
a mm who should know, William F. 
Sounders. senior vlce president of the 
Xcrox Corporation. 

The copier lndustry's poter.tial is 
considered all the morę impressive whcn 
it is realizcd that in Lhe space of 12 ycars 
it has crown from a minuscule seg- 
m; .-.t of tho over alI office-cquiprr.ent 
market to r. S3hiliion-a-year business in 
its own right. 

The copier-duplirator market is not 
too e.\actly defined. Eguipmrnt prices 
rangę from rrachines that sell in sta- 
tionery stnres for F29.95 to others that 
rent for as much as SGOO a rronth. 

h • ■ . Comnclitioa Mo-ir-ting 

Al;lioi.;,h many pecpl* think of copy- 
ing as th* "Xerox business," and the 
co' 1 ; my .• s hase mure than hal* of 
th: tot.il miri.rt, the competitior. is in- 
tense and mour.tir»y. For rxample: 

‘.Intrnduction by the Internationa! 
Business Machines Corporation on Nov. 
I of a ncw intermediate-speed copier- 
dupkcator. the serotid model Introduccd 
by the giarit Computer company sińce it 
entered the market in Apnl, 1970. 

'lilie Minnesota Mining erd Manufac- 
turing Company will siiarply intensify 
the marketing of its ncw VHS (Very 
High Speed) plain-p.aper copier. 


IThe Savin Business Machines Cor¬ 
poration. the A. B. Dick Corporation and 
Litton Industries will announce or begin 
major marketing efforts for ptain-papor 
copiers manu/actured in Japan or li- 
ccnsed by Jap.anese concerns such as 
Canon, Recoh and Konesiiiroku. Scver.al 
sm.aller ma.rriag“s between American 
marketing opcr.ations and Japarese 
technolog/ arc also expcctcd. 

American Thotocopy Hquipment, the 
A. B. Dick Corporation, the SCM Cor¬ 
poration, the Addresso„raph-Multigraph 
Corporatio v the GAF Corporation and 
the ritney iiowcs Corporation ere all in 
the field, too, and trying to grow. 

Xerox Is Confident of Posltlon 

Yct, when all is said and done it is 
likely that the kingpin of the industry, 
Xerox, will find its iotty position rela- 
Uvely undisturiwrt. 

Xerox\ in , ro.'/:ct'on in lj5D of its 
Model 914 piain |upei copier yirtuahy 
created the industry i>^ it is known to- 
dav. Prior to the 914, the way to pet 
multiple copics of a document was to 
send the job out to the pnnter, or if 
quahty was not n consideration, then 
bolhersome if not particularly diffi- ult 
tec!iniques, such as the preparation of 
some sort of master copy, os with a 
mimeograph, couht be used. 

Ttie Xcrox proces* is based on the 
familiar static electricity pnnciple, such 
as is geiwr.itcd by a person walking 
across a carpet. 

In the ycrographic process, the image 
to be copicd is projected throtigh a lens 


onto a roller-shaped drum. An eleetr- 
static charge on the drum picks up t 
image and powder is poured over U 
drum. This clings to the charped are. 
to crcatc a visible image on the dni- 

Ordinary paper then is placed ciose • 
the drum and an opposite clectr 
charge beneath the paper attracts t. 
powder The image is then fused to : 
paper by beat, with tha whola pre-o. 
taking only secor.ds. Some copiers rr.a 
by cempanies other than Xerox i 
treated paper that is electrosuucil 
charged. 

By 1963 the market for Office cop> 
had grown to S500-rr.i!lion Tłus ve.tr 
is expectcd to reach about $3-bil., 
worldwide, with npproximately tv. 
tliirds of the total market in the Unr 
States and Canada. 

Dominance Under Scrutiny 

Xerox now hoMj rrore i! an 9 • 
t of l> s r rkel ; 

formed sourers. Ir,dred th,s do:, , 
h.as reccntly corne under scrutiny of 
Federal Trade Comn.ission 

Xrrox's dominance of th» i,..arl cl 
orip.mally bas*d on a stronij j 
position in dry copy rleetrostat.c ć 
cation hj'ed en research dor.s by < 
ter Carlson. 

This origina! strength h' h»er. r 
plemented by a powerfui rr /eti;,g 
scrviee organization, that was 
temed, ironic.ally emugh, on the i. 
of I B M, 

This combir.ation of marketing 

Contlnued on Pagc 6G, Column I 
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|>.il- nI•. li i*, in.i.lr Xirn\, :t dar I 
of Wall sin rf ii | t | i( , m ( iiji>| 

H IllC (lilii f . |. v,.,. r „ vvi „ r 

|i>ir.ili>>ii ni u,,- (i||,|,- ( | M,,jn i,, 
''filii of •urniiigs p.-r sli,ii,- 
«? 11 r 111;; lin yi-.in I rui I (u I fl 71 . | 
«i'!i w riiiiipiiiinil i.iif ,,f: 
Phi - .'I li ••( '"O .Vi |u r i cni Im 
I lir period 

Diifii’:: H'ii lim*- Xun\ iutio - 1 
ilucnl ;ilimii a dii 7 cn ni.irluur:! 
rnnging frniii tlnk-lop dcucril 
i apalilc i•( i-ioJueiitg (,r,(| ropie* 
»n łiour to modeli willi prfultic■ 
linii Cap.ahilitics of .1.1.00 COJIIC 1 
i hour. 

Hlain paprr inpying lwi tn- 
‘ rroachrd on oHict imliistrirs. ||j 
lin alinoit cliimn.alrd ttir ii.pi 
of cjrlion papcr lor imiltiplc! 
ropiri in Hic Lnitcil States Ai. 
duplicaimg spcrds and qua!iiyj 
liave ir.cre.ascd, copying lias' 
raien into the printing and pul, 
h'hing businesscs. crcatirg 
slnng ihe wav som; intrrcitiii" 

• rppyrjght rpiPSlio; i. contcrning' 
rifl.ti of publishcrs. The intro- 
duction by Xcrov and ot hor 
ropicr coupanies of sr-ccial (ca- 
turrs, including soriinr, topy. 
'i/r reduction and copyinj on 
bolh sidcs of a page. appears 
likoh lo erratę fiirihcr inroad • • 
Xcrox l»a» (Hus far kopt out! 

< f Ihe lnv łppfd md—le>s ihan. 
<00 copi?t an hour—of the, 
market, leming this brge fcu; 
difficult segment to most of tha- 
<0 otlicr m mufaeturem in thc* 
fnl<) Mr Soundcr* Has ta id 
tliat the company is cnntinualh 
rr.»v esiir.g this market ai to 
profit potintial. 

, 3M Kai Most Machines 

The No 2'conpany in thc in-' 
dn,try ii Minnesota Mir ag and' 
Mjiirifucttirin? This coocer.n 
bas motc machie-et in scrvice 
tli.in anv othir company, in- 
tludmg Xerox. Many. howcicr. 1 
aro in thc manuał (red low-co-t 
mil «,f the market, in which IM 
is the dominant lactor. Th.cJ 
company bas nlso bcpun mn\- 
inn intn spredicr prnduction 
ni'h iii VI IS p!am-pa|>«rcopi'r * 

Kranris S WrliMcr Jr, m c 
presidcnl of the duplira 
pm,'Im li ilim.ioił. cinnm -nt. 

"V.V liche* ve tliat the oicr ai: 
copicr IniMiiiM will continuc tu 
Ctnw and ilnt Ilu- Iny.rr cr<l 
thr nmhrt i dl Inm its o ,mi 

MKCCs .ll'l pn.w III |, ,||| A , 

hipher • pi . .1 (.ipiris ino* m (,|< 
m.iil.rti |.ri-\ inu.lv licld I . lnu 
ipard di i ii t s, Ihe |n„..|v lt | 
nw..liii will licd .ii ■. pianie i:i 
pkacni mii h ji toimi mo. i > 
«nd liniiici 

I II U , lit i nunc, i\ Ilu- prc.it 
"ukniwn in litr copicr |,i|,| 

V. l(l| iii pil tli lll.lll rtlll;-' 


Mirngth it li.n ilu- p,,ii utial (. 
|'iic Aliny a lun (ni Hu* r ' 
Vil u lias tuli.,dis,-.1 
ouly Iwo liiulnn-s and pu, 
thr <11.!■<'.• r.• n< I- ,,f li. nij: ni nu. 
iii ,U I<• < łilrr Hild im ,->( ross • 
i fi«fi• r.«| 1 , 11.11 k o»r 

Ilu* X'ln>. pfesilioii 


\Vill.ii«l W. I V*i,r. nfflrr I 
ripiipinnil spri i.dni fur Mnrdl 
l >i"h. Pum. I fiuu-r K Nmiiii. 
sani- 

"Xrro\ wal hatdly cnincioiii 
of 1 n M \ lirit luailiiiic as it 
tnarl.ut fatlnr, 'Ihc ncw ma- 
i Inne will li.no a linie irnro 
imp id Iłolh in.arliini i will lir 
Miccciifiil ai lar ai | |U1 ii 
t om crned; lud i n M. will nr.tl 
tal.c a Ing ilirc of ilir indiwiry 
in rithrr litr nrar or inlcrtneih- 
atr term. Ilnt asutrctl. liow- 
ner, th.al I II.M. is in the mar- 
kcl tn May." 

William I I augldin, \ire 
prciidrnl uf m.arhetnip for thc 
1 D’,| of lite piotliiiti tlniMon, 
i.titl tliat "we haic c.NCtctlctl 
npectalions in lioth i opici s we' 

. haic inirotluccd. j 

"It is .a market w uli ocihc nt' 
prowili polential cml wc fcel 
that Ihc copicr fits in with our 
tolal etmerpt of hminess ccpiip- 
nurt smiic,” lic adtltd. 

Xcro\ Not Standing Still 

Xtrox for its oun part does 
not intend to stand Mili. "Our 
futuro is largcly dependent 
upon the ncw producls and sys 
lenn which wc intend lo In mg 
to the market and we are be^ 
ginning to be morę satisfied 
with our propress in this aica," 

A U. McCardcll, president of 
the company, said at 'lic annttal 
inceting tlu> ycar. "In the i 
L'nltctl Sljlui mar!.ols nlone.j 
'vc"c\pcct th.it w.tliin the nc.\t 
««o ycars wc will lic nitro-Juc-. 
ing or amiouncin n as many us 
12 to 15 ncw produets.** 

Tiiis would ahom eqii.il ehe 
• olał of prochu tj uttrodiircd in 
the lait deeadc. 

Thr company said it wnuld 
introduce .a color ropier hul de- 
flinni to identify other ncw 
produrt diicctinm. InduMiy 
sourres indicate, liowiwcr. Hut 
Ihc company will prohal ly nu 
Irodjcc a dopili alor rapalilc uf 
prodituitR moie (han 7,0tt'j cnp. 
in an limu and ,a \rry high 
■'Pird Xfro;;raphii Computer 
priiilrr. 

Nonę of Ihc coinp.iiitcs bas 
mm li lo 1 ly ilhool Ihe lili inluig 
nf lopling and uiiupotcr treli- 
miliigus. hut mdii.li v iin.alyMi 
hrlit ic tliat any m.i|or nnioi.i- 
tmni tur scvir.il ycars m H, t - 
futur**. 


The proipcrt of pruc-ditii 
v y thr Japam ir or Ilu- 
dnction ni reinltiiiunary ra 
mcjinoloriics arc not -ern •• 
major tlirrati al prrn m t 
eithrr imliutry or Wall St r ... 

An imfuMry msalyit ■ 
tneiiled, "Ju>t li iiinp a gu . 
machinr dmuiT makr a p 
coinpctitor. It til.es marin,- 
• nd senno supporl and t!. . 
*fe not owriuplit errat,.mi •• 
The qiiritiou w li, iln r t 
copymg nurk.-l n beiom • 
s.itiir.ilrd is often rai.<,l p 
Bordwrll of Argus hen . t, 
conlrnds tli.it Hu- mdiistn , 
capablc of maiiitaiiiiiig u i ,- l i(r 
■'go 15 per ,rm growth r..t, . 
thr foriocahlt- lutore 
Xcro\. 5M, | u m sCM 
Ihe oilirr.i appe.ar t<, j-" 
wholclic.il l dlv with tlus 1 a* 
spisment ai liny prcp.iir tn 
hattlf- lor llie copirr dolni. 
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V«n D>k Re«*arch (over-the-counte; 1, 
whose s*.ock has risen sharply on the basis of 
having the (astest copier-duplicator available | 

(4,000 an hour), will be forced to compete ! 
agair.st a (aster copier before yearend. In- 
formcd sources report \erox, whose (astest 
unit produces 3,690 copies an hour, wili unvcil I 
a model evcn (aster than Van Dyk's this year. 
Maxwell A. Pollack, Van Dyk's president, ! 
says 19T2 operatin;; earmngs weren't signili- 
cantly di((erent (rom 1971 - s. That year, net 
was 14!. ccnts a share, almos' half o( wbici; 
wns (rom Capital gama Iicven;ic in 1971 was 
under {1 million. Currcntly, Van Dyk has 
three machines on rcntal and "orders (or 
some," .Vr. Pollack says Ce dcclines to say , 
liow many. As (or 1973, he says: "A lot will I 
depend on our ability to get (inancing." At ij 
yes‘erday’s close of 26 bid, the market valuc I 
o( the company's stock is nlmost >40 million, 
based on 1.5 million shares outstanding. Says ' 
one top o((ic»-ef|uipment analyst: ”It*s an ab¬ 
surd market cv:uu.uion (or a (ast copier (rom 
a tiny company when you've got research 
giants Uke Xerox and IBM flghting (or this 
business.” 


Ingunction 


WALL ST.JOURNAL -1/17/73 
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m f 

/ i \ 


■ ■ A PPF.ND Ty r. __ 


' : / v 

/ r 

l // / v //_•-.t v i; 

V ' /' / ’ ' • v.l. \ ^ L L' 'v,, 

» i /• 

v. i . / t i f- r r. a Ci r ~-1 f. r*\ r* r . r-. > _ 


- /_ - . ' 


Hf- f.LAflCH CjOHnoruA'! tDre 


Ociol#*..- 2 , 1673 


DiTr Shjrcholdcr: 

r*ii;c<: iry luit report to you, p:o>, r >xts for cornpliiintj U.:- tneręer wfth Apran Corpora¬ 
tion łiirt di;r.. : niihrd so maturisJIy that I want you to know ihat It lookiti tf»our!» Van Dykwill 
tcr«ioi?ł independent. 

This dov; rot Łffect our loan oirshcement wltt* Apr.co, fro:r. whir.!, X va l.»\c aUcjiif 
c o • n and wc o.pec! to pick up anotliCf m:liit..;i cioiliti thi: 

We ore iiMfr.ecJiotftly preising forwurd yinorously will. our otiginal progom of mr,nij. 
futuro and nurktdinfc Ihiauyh our own desit-r rwtwork. IncidenuMy, Apoco wiil coniiny« ov « 
ckalor nurkcting tltc VAN DVK 4003.. 

Iti the mcantime, vvo baws be en cieviiopirvj 3 struna iroritrfoctufinj furio. ou' preduo 
tion fit.fis C r ov.in3 steadily, ruorc rnsahines arc bcinn pkacb rc 5 |utarly willi iu»tonv;is. cr.J the 
cu^on.sr-. r.* e wirłoly ^messinn thrmfelws as t-eing wc!l satisfi&d. Willi a machinę cl tbci-rs .md 
r.ornplcmy 0 ? ours, U Is absoluuty vitol tu h;vj a strony tęsknic.;.! sinica rk-petm-nt. Vc,u r.houid 
/ ki.ow thsi ihis is one of Von Dyl;*; strcmjlbs, and v ve havu rce-.-iwd inm v tornpfi.r.ci.r. on \’. : - 
Cjuihty v,.;u | „rlormanan of our ttrcli.ncul st-rwirć pyrsynnel. 

I rn happy to tell you thai we hu w placvd owr SU machin.>s with c..:.tom in th: 
f/tiropoflun N=;v York o<ci, incUiding sornc of the larfctit con.p.nici in Arrwiica, w;tf tki r.-t.-of 
Ł:tivity it be jinning to accdcrate. 

One of tli:- lu :cJ?u*3 we Inw h*.d to overcom-3 Ir.*. Utn crod.bility. I clou'; ł.nu.v ł 
m;ny tnntis I vo heard sotr.eonj as’-: how a smuM contpany li'.o Van Dyk cuulj j^iiihly ti r,» out 

such a lir.o piece of Cquipon.nl. Wtll, l'm proud to tcl! you •• wc'rc l.c-ńming tu m-.i.o h-.-liow^rs s.i 
of t*.;m. 

/.r.otr.cr h-iolo wć've harl tn owreomo ii tiiu l .r;>j ntimLcr of priefnr. p!; : ;v; u>id by 
Ł ;" c ' jr ": , - , '“ łr - Oi.t tfxpcrii-;iM h« convinoed us iftii iht <u»tomr.,s much prJfcr a >im;.l.ficd 

{•■ :n. ar.d We . , 0 ouricitly tnnouncinj (1 phr. wfsSch i: sery dropi- and ;h 8 «rt:? lor cli ur-.iw, 

™ na "• 10 <"« !*•«> !^5b«*.v, t yfc,r.-,!,it: i;h ,-^|y m a intM a s „j e J. 

tn ii ^ is 11 uiffdy s.e l.u.v thay*rc mon :y. 


ONLY COPY AYAILABLE 
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i! you*r«? p.aing to be ii\ UtC tJc.v Ycr!. r.tcc th* wc-fl: of Octoii^r Oth, Stop w to u.:- 
!!:,v Yr,?:-. City Cofowm to w th* VAN DYK *1533 in cction. Fou> onits will ta >’n tl«< 

l.oothc c! Ap'.'Co Corporation r:r»• 1 Pcut tl. Williams, Inc. lociticntolly, thcy cxp'-.t „J.hCO P-uu 
i.ttc vl ;t;Y she.v, which ir. cslDd lUisirws.; Systom* Pruducl World. 

Hcęardina our futuro produtts, w? ha w not hean fK-attly idt?. coco if wo hw« l»tan 
timkcd L»/ fimdi. !‘m hcppY to tell you ti•'t our ?'J l>Io to; lor ii woli on tli w.»y\ cod wa oxpoct to 
to >n prcdjsii&n carly in 1074. Tlils unit altach*:? to tfu; VAH DYK <033 and opens up u vcry lorę: 

Ł.lditional r;.: tltftt. 

V,'c have dso becn worlung on tut iniematinnal v?islou of the VAN DYK <000. 
Copyinrj i> c:o.ving iost in cli couritrict of the world. ano at tho iHjhl tim= vvo will be o.pandmg 
Cr.itliflfc C'j; l»o:ders. 

f*vrrłi3ps our potnntir-lfy moct Importom product will be the VAU DYK 3303. Ttus 
;» a rnodilit-d v;rsion of o„r procent imchitw which nw.kti tupies ot tw;cc o u: prcsc*»t i -ccci, or 
tyyjo copi-es p:r bour in the l;u:r «nd Icgcl wc-s. Wc hr.vc bcen runniun tb.is in prototyp: fernn. and 
li loobs v:ty pioroising. With the VAN DYK C00D wc hops to tr.ke t!f.-d nim on tira offset piintin? 
i; :tket. which is much bi.ncr than the entire oflicc copyiny business. 

Our 5 is t lonp term program wMeb. will continuu to rcryjire lerp cmounts of rnorcy 
fer the id ec- r blc futurę." Ał you know, wo hava for yccrs put ? lot of mon:/ into towarch. No.v 
v> pro puttir.r. hjreje sum*. into u r.ew mOitufactuftno pbm. c marketing and seryira orrr-itiMSion. 
...j in;o rnschine p-.rts. Unii! our icvonu:s from renta!: and sedes ectojcf lhr.:v impuls. our ce.sh 
tlo-.., N ,;tl to in c im-; ,;iv: pp:ition. Further, t-Ince y.e plan to coutinir- our wiuiter* proc-r.m. our 
j foub ida fintneirij will r>!io cotitinuc. Kowcecr, thii i: nvt c* nc.v prol- .un for V«jii Dy; . 
'< rj i fcvl our prorpyct; for fj’ 0 .vino su cc cci eto coiilimiclly improv.n{!. 

Cortii.liy your*i, 

V/.W DYK ItLSlIAHC!I COIl»Oi:ATION ł 

Sś . S 

Y- " 

M. A. i’o!!ic':, fresMcn! 




t 
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u.łiTBn state;- distp.ict coup.t 
for jł'L r ir ; 'ii;i( ? or comhscticu: 


sen cop.?o;l\tj. om , 


-acjai nsfc- 


XEPOX CORPDk-VI TOIT, 


PlttinLiff, 


Defoncumt. 


Civi.l 
Ho. 15007 


SCM 1 S RI?riY MEMORANDUM IM OPPOSITION 
TO XK!iOy' S mrjTV.i!VTnN AC ł 


r ^ i,» 


>’ - ’ — * *♦-» —> •-,% -r f 

U* ^ i w ^ vL 


availab.'J: om sc:i's motion for a 

PI1FLIM1MAF'.Y INJUMCTIOM 


FtiGSr m i r Ho: *• CioM< A K 

Ali I N I V r , 

3 O t> 1 'AliK At LK'(I 

ul r/ rot.*-., ij * ic' t 
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UNITED STATES DIFTP1CT COUP.T 

ko:< the distric? o:-' Connecticut 


sen Corporation, 


p] ainti f f ., 


-against- 


XEROX CORPORATION , 


Defendant. 


Civil 
No. 1S8 07 


FCH'S PTPLY MFMCRANDI.™ IM OPPOSITTON TO 
XrPvOX'S CONTENTION TlIAT AS A MAT"TR 
law. INJUMCTIVE RELIEF T.S FOT AVAILAPL r 
ON SCM 1 S MOTIOM FOR A PP.ET.iniMARY TMJUNCTIC 1 * 7 


Xerox' s contention that, as a matter of lav», PCI s 
motion for a preliminary injunction should be deniod without 
a nearmg not supported by the authorities it có \’: ■_er .. i 
itc Memorandum. Also, Xerox' Memorandum disregards the ir.;oct 
of the necessarily-assumed set of facts allcged in the Amcndod 
Complaint. 

The authorities discussed in SCM's initial Mcmcrandur 
(as do many of the authorities Xerox has itself advanceć) 
sunoort the ey.istcncc of the Court's power herc, on a propen 

■ * i 

factuul shov:ing, to fnshion a broad rango of injunct.ivc re¬ 
lief. They demonstrato that it cannot be determined as a 
matter of law at this juncturc that this Court is wholly 
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without powcr to grant anv of thc many types of relief that 
riięłht conccivably bc granted upon a nearing. 

Cuite naturo]ly, most of the decisions cited by Xerox 
have irivolved -donials of preliminary injunctivo relief for various 
reasons, and most of thc decisions eited by SCM involve the 
granting of such relief for various reasens. One common element 
to cach and every one of those preliminary injunction decisions, 
by whomever cited, is that they all were rendered on a factual 
record developed on the preliminary injunction motion -- the 
element that Xerox seeks here to prcvent. 

What cmerges from all those decisions is that the weighing 
and balancing process involved in dęternining a preliminary in¬ 
junction motion alwayu occurs upon and indeed reguirea a factual 
development, and that such a motion cannot be determined in advance 
of the parties' factual submissions*. 

Xerox has not cited a single decision in which a preliminary 
injunction motion was denied in advance of the Court's considcration 
of a factual record. Unquestionably, thc granting of that relief 
would 1)0 entirely unprecendented. 


* rrer.agod by a n urn), er of earlier decisions, the Sccond Ci roni t 
roeently hcld that \d'.oro (as herc) materiał issuos of facl ariro 
on a motion for prelininary injunction, a hearing is recui i't ci. 

ETC V. Spoci-rum, I.td ., 1972 CCII J’ed. Sec. L. Rep. (.94300 (2r.d Cir. 
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At bottorr., factual mattcrs ?rc crbcddcd in tha querticns 
conccrning likelihood cf ultirnate succecs on the nicrits and 
likely violnti.ons of statutcs; irariediate i rr opar ab To injury; 
tho imoact of the public interest; the need to provcnt furthor 
priyate or public harm during the pcnaency of tlie action; bal- 
ancing the rclativc hordships to the parties and the public 
if the injunction is granted or denied; "the preservation of the 
status quo" and the need to create or preserve a new or ex- 
isting State of affairs or to alter or preserve the rights 
of the parties during the pendency of the action; and the need to 
protect the cffectiveness of the Court's ultimat.e renedies . 

Only after a hearing can the Court deternine the extent to 


which showings havc been rr.ade as to thcco various factors, 
a.id the weight to be yivon to u ach in the ba.lanciny piocess 
involved in deciding tho motion. 


We now diseues a number but not all of the argunents 
and authorities advanced by Xerox. We do not attempt, exccpt to 
the 1imited extent nccccsary, to repeat or summarize the arguracnts 
and authorities advanccd in SCM's initial Mcir.orandun. * 


* We noto that at po. 12-13 of SCM's initial Mcr.orandur., a rorti^n 
of Judgc Mu]licjnn's opinion in D aniel son v. Loca \ 2 75 , 4iJ i'./d 
1033 (2nd Cir. 1973), as nrintert in the f>lip CpniTon at p. 330 ]., 
was modified wi thout chanring its mear.ing or oficer by doi et i on 
of the brackoted word and the nćdition of the undcrscorcć words 
as follows; "The failurc to issue an injunction horo nnir.tair.a 
not the status ouo, but protccts wnat the Court 1k1ov; han founi 
the iToarci] Trcional Di rcctor had roasonablc cjround to belic'va 
is a v i o.lat i on oi tifu statutu. " 
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POINT I 


hKPON 3 CJNOHES THE ASSUMĘD SET 
GF FACiS ACAINST WHICH ITS 

demurmi.p. mus? nr tested. 


AL tho outset of its Memorandum, Xcrox summarizes 
its contentions that the preliminary injunctive relief re- 
quested by SCM in paragraphs 4 9 through 5 3 of the Amcnded 
Conp] a.int nay rot be granted as a matter of law and, therefore 
(at p. 4), "tho Court need never reaeh the issue of whether 
SCM can establish a substanti.nl likelihood of ultimate 
succcss on the merita of its antitrust claim." Eut Xerox 
errs. 


The starting point in testing Xerox's demurrer to 
tho effcct that the Court lacks any power to grant in whole 
or in part the relief described in pars. 49 through 53 of 
the Amcnded Complaint, or any other or alternntive or further 
relief after the preliminary injunction hearing,* is the 
assuirption that SCM can show to a legał certainty the truth of its 
clnims. 

Ar.org other things, SCM clains that Xerox unlawfully 
acguiicd and is continuing to exercise monopolistic and anli- 
compotitivo powers (by rcason of its initial and continuing contro] 
ovor the nkill and tcehnology involved) on each of threc lcvelr. 

* Sec t.->:t at: p:». 4-5, fn. at p. 5 and text and fn. at p. CC 
of SCM'n initial Memorandum regarding such relief. Xoro>: 

(continuod) 
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of activity relating to plain papor eopying: skill and 
technoloyy; manufacturo; and marketing. SCM claims that 
Xerox herc ongaęod and is conLinuirg to cngacje in many un- 
lawful acts and that the unlawful effeets of those acts 
include the ey.clusion and restraint of SCM and other po- 
tential and actual competitors; the creation, naintcnance 
and incrcaso in the number, scopc and impact of barriers 
to entry and cffective competition by SCM and other po- 
tential and actual competitors; and the mainter.ance and 
inerease of the size and scope of Xerox's monopoly. SCM 
claims that unless Xerox is restrained during the pendcncy 
of the action and permanently, S'erox will enlarge its 
alrcady-existing large technological, manufacturing and 
marketing leads, Lhus fu.*:ther enlarging its menopolistie 
and anticompctitiV3 powers, and further excluding or rc- 


improperly disregards SCM‘s rcquest for other or alternr.t i ve 
or further relief which may be cjrar.tcd in light cf the r.hov/ingr 
madę at the hearing. 

See also the supplemental opinion of Judge Herlands in 
Int ornhoto C orn. v. Minolta C oro. (S.D.N.Y. 1969). (Appcn*.iix 
A to this Memorandum, ppT Al 9 6-A204 of the Joint Appendix tkerc., 
In clarifying the nrel.i minarv injunction ho had previously 
grantod, he noted that "tire order to show cause . . . did r.ot 
cont.ain the utual 'surh ether and further relief' clause bu*. 
[counscl's] moving affidav.it . . . aske-d for such other a:ic: 
further relief as to the Court. ray stor just and proper." 

(A20G) ln the light of that affidavit ind of tlić complair.t, 
it was "elear" to Judge Herinndr. that he had beforc hit* "a 
derrand . . . for relief morc cxtorsivo than r.’.c.roly prccerving 

or rraintaining the precise st.'itur> quo" (A201) , and Judge 
ilcrlands went on to grant a r.upplt r entary order grantinc; ru)icf 
which had not boen spoci fi cally reguested and ar, tc a rat ter 
which was r.ot. specif ical ly .:dveil od to ur.t i 1 nftr.r the pri.r 
procecdinys. Tho Court of Mppeal;. al f ti ’i .1 u tłu- cj;antir.e of 
cunpler.icntai y order, 417 l'.2d 621, 622 (2nd Cii. 1969). 
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straining thc possiblc conpetitive efforts of SCM and 
othcrs in tho futurę. 

If these and SCM's other "claims are determinod 
to be true, or likely to be truć, on the rccord developcd 
on tbe prclininary injunction motion, then there can be no 
doubt that SCI! is suffering imnodiate irreparable injury 
as a potential competitor at the technoloay and nanufactur- 
ing levels, and as a fledgling actual competitor at the 
marketing lcvel. The continuing and growing restraints 
effected by Xerox threaten SCM's demise in those areas of 
activity, or at lcast threaten to stunt SCM's growth as a poten¬ 
tial and actua] competitor. Likewiśe, there <~?n be no doubt 
that the public is suffering immediate irreparable injury 
in boing reouired to bear the burden of Xerox's continuing 
monopolistic and anticonpctitivc practices, its power to 
extract monopoly profits and its power to deprive users of 
plain paper office copiers and the public gcnerally of the 
benefits of competition which the antitrust laws are dc- 
sig:ir>d to protect and pror.otc. 

It has never becn guestioncd that the Second Circuit 
har. ropeatcdly lield that the twofold rcquircmont for a prolin- 
inary injunction is a dcmonstration of sufficient probability 
of r.urcer.s oii tlie r.erits and a showing that sufficient irre;-a- 
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rabie harm will rosult if such relief j s doniec!. (Xcrox 
Memorandum, p. 31, guoting Cu! f ł Western , 4 76 F.2d at 
692.) Dut as the court went on to say in G ulf f. Western , 
as the balancc of hardships tips decidedly in the noving 
party's favor, instead of the necessity of showing great 
likelihood of success, it becoir,es sufficient for that party 
merely to raise o scrious question reguiring further investi- 
gation in order to justify the granting of a preliminary 
injunction. Conversely, as we pointed out at p. 26 of SCM's 
initial Memorandum, as the strength of the moving party's 
showing inereanes with respect to likelihood of ultimate 
success, rhe extcnt of the showing needed with respect 
to irreparable injury is lessened. 

This point was madę most explicitly in D.i r.o de 


Laurentiis Cinematograf3 ca S.n.a. v. D-l50 , Inc ., 366 F. 2d 37 3 
(2d Cir., 1966). There the owner of a process fer showing 
motion pictures on a widely curved screen sought an injunc¬ 
tion against a produccr from showing a film without using 
the process, claiming that the produccr was obligated to use 
the process under a contract. The District Court denied the 
motion for scveral reasoną including the abscnce of a sufficient 
showing of irreparable harm. The Sccond Circuit rcvcrsed, 
despite the availability of contract royaltics should plaintiff 


succced at trial. 
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In this oontoct, Judge Smith, speaking for tho 

unanimouG Socond Circuit panel (366 F.2d at 375) ctated that: 

"... thc party soeking a preliminary in- 
junction has a burden of convincing with a 
reasonable certainty thut it nust succeed 
at finał hearing where it appears that a 
lack of showing of irroparable danagc also 
exists. ..." 

In concluding that sentence, he went on to State that "the 
burden [as to likelihocdof success] is less where the balance 
of hardships tips decidedly toward the party reguesting tho 
tomoorary relief. The likelihood of success is 'merely cne 
strong factor to be weighed along with the comparative injuries 
of the parties.'"* 

^'hus, as pointed out as a matter of principle, a 
party failing adequately to show irreparable injury may ncvor- 
theless obtain a preliminary injunction upon a r.ufficiontlv 
‘jrcatei dci.ionstration of likelihood of ultimate success. 

On the facts of de Laurentiis , the Court's holding 
did not cxtcnd to the fuli limits of that principle. For therc 
tire Second Circuit held that the moving party had mado a "suf- 
ficiently elear showing of probable success" and a showing of 
"po r.siblo irreparable injury" (omphasis supplied). Accordingly 
the Court directcd tho issuanco of a preliminary injunction 
mandatorily dirocting the produccr to show a particular fi im 
using the spocial proccss. We noto herc that the Court re~ 


* Uni eon r.annuemont Corp. v. Kopnors Corr.oany, Inc. , 
TTify ( 2 d cIT. i"9u( : r. 


36G F.2d 
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jectod the Discrict Court's holding that "thc tcruporary relief 
sought v ? ould in offect alter rather than presorve tho status 
quo and would giva the movant all the cventual relief souęht 
. . (36G F.2d at 374, 375); this aspect of the Court's 

holding is treated in our discur.sion below concerning "status 


Assuming, as Xcrox must at this juncture, that 
SCM will do no less than make a convincing demonstration of 
the roasonable certainty of its ultimate succcss on the 
merits, the broad principle expresscd by Judge fJmith in dc 
Laurentiis supports the existence of the Court's power to 
grant prelininary injunctive relief even in the absence of 


a showing of irreparable injury. Lut here the Court need not 


rc«ch ♦-n^ prir.cirlc i bccc*usc q f 


i* j 


injury SCM can make and which it plans to make at the hearing. 


Assuming SCM establishes thc strong likelihood of 
ultimate]y sustaining its allegations in the Amended Conplaint 
concerninq Xerox's unlawful acts and their unlawful effects, 
that very demonstration of Xerox's unlawful obstruction of 
competition and interstate corrcrce -its exclusions of and 
restraints upon others - will neccsserily also show that SCM, 


as one of the group of potontial or aotual competitors, hns Lcm 
and conl ir.ues to bo cxcluded and resfained from attompting 
to coir.pctc in any plain papci* offico copying activities, and 


that it and thc public have thereby bcer. 


irropnrably injurcd. 
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Xero:c urjain ignoros tho r,ct 01 faotr i.-hich it mu. t 
now «souitio to bo truć in itr, discussion of SCV.'s rcquo:;t for )<. - 

• 1cf agf^-nat Xcrox'r. alleged control over tho world's perconncl 
tkillcd in xcrograohy, a position of contro] which Xerox 
achi.cved in materiał part by usc of rcstrictivc omplcymont 
agreemonts*. Xerox, solely on its unsupported assertion 
thnt tho rostrictivc agreemcnts have boen "abandoncd," concludcs 
that SC.i s roquor;t is "moot and it necd not bo furthcr discusroci. 
(Xcro>: Memorandum, page 3.) But paragraph 53 of the Anended 
Conplaint States as follovs: 


"Duriny the pendency of this action, Xcrox 
should bo cirjoined ayainst cnforcing or 
attenptiny to enforcc tho agrccnent des- 
cribed in subparagraph 27{d)". 


In paragraph 27 (d) of the Anendod CompJaint, it is 
alleged that sincc 19G1 Xorox's acts and practicos includod: 

"regurring its resoarch, ccicntific and 
technika! porsonnel. and sińce 1;*7G i rs 
managerial and profcssional personrel, 
to exccutc written restrict.ive agreements 
prevcnting or restraining them fron er.cag— 
ing in xorographic activities for any 
other company following termination of 
cmploymont v;ith Xerox. " 


Xorox's answer denios those allcgations cxcept 
adriits that until 1970 Xerox ontered into agreemonts with 


ro- 


As md show at the hearing, other devicos were also uscd 

by Xorox to achiove and maintain that control, includinc c.-xclu- 
sivc agrecnents with other profcssional and skillcd perronrei 
v.^v> \ (..c not or; nnd t!»o o ^ ctlicr copo„**p. i os * or 

, K ?P m ‘\ Ky "° of -ocli inq tUv scrviccn of thoir profenr.ionćil 
r.hilled pcrsonnul. 


dli v* 
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search, scicntific and technical cniployeos v:horeby they agreed, 
following tcrnination of employinent with Xcrox, not to engagc 
in xerogrnphic activi.tics with other companics. Thus , tho 
plcadings do not show thaW tho issuos cor.cerning Xcrox'r, 
reotrictivc ngreonentr, are noot; rather, tho pleadings 
show a factual issue reguiring determination by tho 


Court. 


•SCM intonds to show at tho hearing that 


technology and personnel ckillcd in that technology 

aro vitnl ir. attenpting to conpeto with Xerox's 

plain papor Office copying activitios and that Xoro>:'s un- 

lawful acguisition of control of "about 951 of tho world*s 
perscnnel proficiont in xerography" (Amended Complaint l'27(c)) 
substantially contributes to its nonopoly powcr rospocting 
technology. On this showing, it rr.ay very well be that not 
only will tho Court grant tho relief requested ir. paragraph 
of Llłc Anonded Coi.iplainl, but that it will uIeo "freoao" 
Xerox in its presont position by prohibiting furthor enlarge- 
ment of its Professional and technical staff in tho field of 
xexography. Surely tho issucs thus presented may not bo 
casunlly disnisscd as inoot. 


Also, attcnpting to avoid the iir.pact of tho nocos- 
s.nry assurption of tho trut.h of SCM's claims or at loast the 
strongost likclihood of SCM's ultimate success on the norits, 
Xt>rox has advancod a now contention in tho footnote at paqc 4 
^f its briof, to which wo nov/ turn. 
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Hard on thc hoclo of its carlicr cxprosscd contor. 
that tho pro-t.rial eiscover> on market, daruanos aml otl.>'r r. 
ni ant ivc i.:r.u>n to which it in allogcdły rntitled will 1 o r 
nivo and uxhaustivc, Xcrox now says that in view‘of the 
breadtn of uC’.\ s charges, thc factual and j.cgal issucs to 
be detemined on the preliwinary injunction motion arc 
"gargantuan." Xcrox thcn says: 

"Tlie Court could not conccivably nake an 
informod detemination as to the likeiihood 
of IJCft 1 c ultinate success on the mcrits on 
anything short of a fuli trial of all the 
relevant facts - a procecding not within the 
rcalm of practical possibility at a prelim- 
inary injunction hearing." 

Thus, Xerox says that given irreparable injury, 
and given likeiihood of success, ncvorthclcss, the very 
pervasivcness of Xerox’s activitie S herc challenged has 
ijGiuoho >/ placod Xerox boyond the reach of this Court. Of 
course, that challenge to the Court's ability to hcar and 
detcrnine a preliminary injunction motion must be summarily 
rcjoctcd. 


Also, Xerox's contentions concerning thc "gar- 
gantuan task of adjudicating SCM's claim can only mcan 
that \erox considerr, that finał adjudication of this action 
aftcr comploticn of tho nassivc pre-trial discovcry Xcrox 
sooks, the plenary jury trial which it demands and che 
last appeal, is many, many years distant, into the indcter- 
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minatc futuro. This moro than undcrscorec the noed for 
strinycnt prclimir.ary injunctivc roli:£ during the pcndency 
of the action in order to protcct the Cojrt's abilit.y to 
yrant e£fective finał jnjunctive relief and to insure that 
the possibility of creatiny compctitj.cn against Xerox docs 
not dinappear as its powcr grows over the years to come. 
Xerox has also morę than confirmcd the pertinence of the 
discussion in our main Memorandum (at pp. 48-51) of the pro 
tractcd procecdir.gs in the El Paso litigation, and the prób 
lems in granting finał relief as a result of the absence of 
preliminary relief. 
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POINT II 

SCM WILL DE IRP.nPAW.BLV INJURED 
ADSiD.T PPsLiM i nary i<r;, j er 


Xcro >: 1 s Unilatoral Waiver of sonę Patent 
Rigntr. Rc cognizes Lhc Irrcparablc Injury 
to SCM a!'d is not a Roason to Dony a 
Hearing .___ 


Section } of the Patent Act grants the patentee 
duriny the tern of the patent the right to exclude others 
fion using, inaking or cclling the patented invcntion. Otlior 
provisions of the Patent Act givo the patentee the right to 
scck preliminary and permanent injunctive relief against in- 
fiingers and contributory infringers; the right .to scck da- 
mayes against sucn infringers and contiibutory infrinye-u, and 
under the statutc and establishod caso law, the right to cock 
up tc treble dnmages for wanton and willful infringenent. 


If, as Xerox contcnds iń this action, its »iiassive 
amory of U.s. patents and patent applications havo becn Jaw- 
felly ci/gregated and tneir riyhts r.iay bc lawfully exercicod, 

«..nu it, iiXciox also contcnds, tłierc is no possibility of anv 
irrcparable injury to SCM arising fro:n the possiblo threat of 
cnforcor.ent of thor.c patent riyhts, it i/ould seem unlikoly 
timt Xere>: would waivn any of its patent rightc, evcn a 
ln.uteJ rccasurc of thuin. Dut apparontly, considering that 
oCM has al. least r.used a serious guestion as to the law. 
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noss ol the oxcrcise of those rights, and thc possibility of 
irrcparable injury, Xcrox has for thc first time, insofar as 
SCM nas known,* v:aived some of itr, patent rights. It has 
done so unilaterally in an attumpt to bolster its argument 
concorning the aliegcd absence of any allegod irreparablc 
injury, and in an attenpt to precludo any hcaring on the 
rcerits of SCM's notion for a preliminary injunction. 

Spccif ically, Xcrox has now waived its right to seek 
preliminary injunctive relief in any patent infringement pro- 
ceeuings Lrought by Xerox against SCM or any of its suppliers, 
presumably including Van Dyk, reltiting to plain paper Office 
copying during the pendency of this action (Xcrox Memorandum, 


•* Xerox States at p. 19 of its Memorandum that it "alroady un- 
equivocally reprerented both to SCM and to the court in chambers 
that, should it choose to commence a patent infringement action 
against SCM it v,ill not seek a preliminary injunction to onjoin 
the infringement during the pendency of the suit." (Emohasis in 
original.) 

No one appearing on SCM's behalf at the chambers conferences 
of either September 12 or Septcmber 21, 1973 recalls any such 
representation, uncnuivoca] or otherwise; and nono of thc notes 
taken at those conferences by anyono appearing on SCM's behalf 
rcflect any such representation. In any evcnt, subseguent to 
those conferences SCM did not rcceive from Xerox ary written 
confirmaticn of any such representation. 

Xerox does not ciaim that it mado any ancurar.ces with rospect 
to customers or suppliers prior to the serv.ice of its- present 
Memorandum. 
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r-P- 1^.- 24). The other assuranco oivon by Xerox is that it 
will not bri.ng infrinycmcnt proceedir.gs of any kincł against 
any cu:;t.omcrs of SCM. 


Xerox has not given any assurnnce that it wól) not 
threatcn cr commencc any patent infringement actions for por- 
manent injunctive and danage relief against SC” or its sup- 
pliers. Xerox's ability to burden SCM with the notentially 
cnormous expense of defending any such actions and with the 
threat of a treble damage recovery for alleged wanton or 
wi]lful infringe-ment* is itself one of the anticompetitive 
weapons which Xerox may use to force SCM or smali supplier 
companies such as Van Dyk to abandon attempts to compcte. (Se e 
r.lo ndo r- Tcntjne v. Uniyersi ty Foundation , 4 02 U. S. 21.3 , 345-347 
(1971)). Moreover, as SCM will also show at the hearing, 

Xerox has previously employed the threats and maintenance of 
patent infringement litigation to deter or inhibit the poten- 
tial comoetitive efforts of othors. (See para. 27(p) of the 
Amended Complaint.) Thus, the "Sword of Danacles" still hangs 
over SCM. 


Cłocss not make elear that its assuranccs not 
to seok pro)iminary injunctions against SCM or any of its sup- 

* . 28 '' tłu> I>rtLl ' nt Act. See, e.g., paragraphs L3, 

84, Lu and U9 of Xerox'r. Answei*. In those paragr<iphs of 

:I Kt conc ^ ‘- nd tiurd counterdaims, it j s ailcyed tin.t 
SCM wuntonly and willfully infringed Xerox's Middleton L 
KeynoJda 1 00G patent and the Mayer *884 patent in connoctiun 
witn SCM s coatod papci* Office copiors. 
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p] iers or to bring any infringement proceedings against ar.y 
custoners applics only in thc United States, or whether it 
also applies clsewhere in the v/orld whore other companies 
such as Rar.k-Xerox operate under its contro’. As SCM will 
show at the hearing, SC'A plans to market Van Dyk American- 
made plain paper offj.ee copiers in Europo and elsewhere 
abroad. Will those efforts face patent proceedings in the 
United Kingdom as were initiated by Rank-Xerox against IBM? 
Will those efforts face the kind of proceedings which Rank- 
Xerox was reported in the press to have initiated in France, 
where a potential corapetj.tor' s dc-"ements and equ ipment were 
seized at the outset of the patent enforcement proceedings? 
(See "Rank Xerox serves patent writs on rival", Manchester 
Guardian, May 21, 1973.) 

But rdgardleSS of Whdt assurances Xerox makes, 
the fact that Xerox makes them is no ground for precluding a 
hearing on SCM's motion for preliminary injunction. It is no 
ground bocause there has been no judicial ćeternination that 
the relief that Xerox itself deems to bo sufficient is in 
fact sufficient in light of the showing to be mado of the 
need for morę stringent preliminary injunctive relief. 

Direc tly in point is United S tate s v. C ole. U i St*_<- 
Co. , 71 F.Supp. 734 (D.Del. 1947). In that case, the United 
States ccnnr.nc.':’ a action in February, 3 94 illeging eon- 
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tinuing vi.olationa of thc Uherrnan Act. The govcra:.*.cnt rrade a 
motion for u pro lirr.i nury injunction to enjoin tho dcfendants 
rrcóra tehing any action to eonsurmatc an acnuisition Łgrcerr.^nt, 
and tho motion \.\z set dov;n for a hcaring to bo hołd on I-!arch 
14, 3947. On Karch 7, tho dcfendants filcd a unilateral 
stipulotion in which thoy aosertod that tho proposod purchaso 
wou]d not bo closcd prior to thc cntry of finał judgmcnt in 
tho action by the tria] court, unti] after thc action was 
dictnisscd or unti] tho cntry of an order by tho court re- 
lieving tho dcfcndants frorn the stipulation. The stipulation 
also as.-.erted that, subjoct to that foroęoino acrccmcnt, the 
dependents considored thcmsclves froe, as they mioht be odvir.ed, 
to conc'ucl stocl.holdcr mcctmgs and cornp]ctc* othor forna] itics 
in "onnoction with thc proposcd transaction short. of its eon- 

UlUlUii 1 1G1I • 

J ho Court neld as a matter of law that dcfendants 
st ipu] ł. l i on did r.ot, and could not, preelude tno holding of 
a hcaring on thc preliminary injunction motion. In conclusion, 
thc court stated and 'neld (71 F.Supp. at 73G-737) : 

"Tao Uufomlunts insist that the torms of thc 
st i pu].. t i on pr onont and ei;i!»oJy tho roasonnblo 
oxtcnt c>f injunclive relief to wiiich the plaintiff 
wii 1 bo cnlitled after a hcaring on tho motion lor 
prclininary injunction. For thir, thoy cite many 
car.cs, a rcvicw of which will not bo nade at this 
Linie. 1L iu not impor.aiblo Lh.it th<* contention of 
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tho dofcndants way bc truć ani! that the ' stipul atioa' 
Joł.:6 contain all tho relief to v?hici. tho pż.untiff 
will cvonkually bo entitlod. The scope and cxtent 
of tho injunctivc relief, hov:cvcr, can only be 
propcrly dctermined in accordancc with thc cited 

a# 

statut cs and rulcs after a hearing on thc motion 
for prelininary injunction." 

Hero, Xcrox has arrogated unto itsclf the judi- 
cial function of dctcrmining what interlocutory relief 
should be sufficient to protect SCM, its suppliers and cus- 
tomers duriny tho pcndency of the action. Rather tłi.an 
preeluding a hearing, Xero>:'s tender of relief underscores 
SCM's contentions that it is irrcparably injured and that 
a hearing is needcd to deternine thc proper scope of relief. 


OŁhor Asoeets c.f lrrcr-arabie Tnjury. 


Xerox makes an elaborate argument (pp. 19-22) that 
SCM is just as woli off in attempting to compete in plain 
paper office copying activities with or without a license 
from Xerox; and that therefore (Xerox Memorandum, p. 22): 

"Denial of a mandatory licensing injunction cannot injure SCM 

at all, and its cl nim of irreparable injury simply evaporates 

into thin air." Xerox's argument is diroctly rcfuced by 

Zcn.i \ n C urp . v. Hą_rel t_i no3 95 U.S. 100, 120 (1969). The Court 

thero pointed out that Zenith attempted to oneratc in Canada witlcut 
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patent lioenso from Lhc patent pool (the "CU^L"). It went on 
to hołd: 


"Thir. deprivc.t i', ri in itroi f necessarily h 
an impact on Zen i ta and c- onst i tuto d an 1 i n 
j, bu ni r; *ss. We 1 j n ej ny ui arl y ur.;. 
si vo the aryu;. ent that Zonith was as v;ell 
without a lieet.se as v:j th one. This is 1 
moro tnan a:i ns.sertion that poo] lieensfs 
fre...i which Ci ; .!’L and itr. participunts enji 
subs t ant tal ineo:ne, v/oro Without value. 
out the liconsc, doiny business in Canada 
obviously j.nvolvod weiehty risks for Żeni 
itself, besidcs rc*quiring it to eonvince 
trade that it could ]ega 11y and effoctive 
do business without clcarance frorr. CP.PL." 
(bmphasis supplied.) 


ol i 
i 111 o 

yod 

> < i t h - 


Xero>:'s other arguments concerning irreparable 
injury also may not be sustaj.ned as a matter of law; tiioy at 
least raise factual issues reąuiriny a hearing. Xerox con- 
tends , for exair.pl o, that the fact that SCil has entered ir.to a 
contrac-t v;ith Van byk to market: Van Dy! w—TPciOo copicrc zl r 
strates as u matter of law the absence of ony noed foi any 
further relief (Xerox's Memorandum pp. 22-23) 

. That con¬ 
tention strains credulity, but at minimum it is a contention 
which creatos an issue of fact. 


Jn the fi x*31 place, SCM'u atter.pts to market a 
copjor in compelition with the Xcro>: "3C00" ).uve no pert i nence 
to ser. • y notCMtial compctitivo ef fortu at the tochnical and 
i.unuf.cturing leveJs. KC.l ctill nocna accesr, to Xerox'r. i on- 
opolist u tljy conltolli-d te cbnoJo.ty and skillod persomtoJ . 
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Scconćly, Xero v. would have thc Court finu as a innt- 
ter of la./ t.hat SCM cannot nccd relief Lecauso of its incipi- 
ent efforts on a rciatively j-.iv.all nenio to market one model 
in competition.with the Xcrox "3G00", only one of Xerox's 
18 models. We have already discusscd in SCM's m&in Memorandum 
(pp. G1-G3) that even that limited compctition was threatened 
tv/o wecks after its birth by Xerox's announcement of its 
planned introductior. in 1974 of its new Ardri copier. Moreover, 
SCM is not cven attempting at present, and is without the rueans 
to offer plain paper office copier compctition against Xerox, 
evcn on a marketing level, with respect to the many other 
Xerox models. 

Thirdly, merely because SCM > despite the enormous 
restraints imposed by Xerox during the past 10 years/ ic now 
first able to attempt to bccome an actual competitor on a 
relatively smali scalę at the marketing lovel/ does not in any 
way demonstrate that Xerox is not continuing to exorcise menopo- 
listic powers, or that the unlawful effects of that power will 
not continue during the pendeney of the action. As Judgo 
Higginbotham said, the fact that a monopolist did not prevent 
the birth of a competitor does not mean that the antitrust la\%s 
must await its death and then attempt to resurrect it.' ( Phi la - 
del phi a Wor l d liockey , 351 V. S upp. at 510.) 

Xcrox 1 s. argumontr. roncorning the allogcd nbsonoo of 
irroparable injury because of the possibility of i..onoy ilu: .agor. 
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arc egunlly nisplaced. Au shown in SCM's initial Memorandum at 
pp. 2P-30, and cases cited by Xerox*, injury is irreparaolc when 
the-ro in unccrtr.inty or difficu.ty in cor.puting tiic ar.ount cf 
dainagcs. Rogardless of whether some damage relief may ultimatcly be 

availablc, the doctr.ino of irreparable injury flowing from 
the uncertainty or d.lfficulty of ccmputing danages is not 
bnsed on the total abscncc of the availability of monetary 
damages, but on the inadcruncy of moncy darr.ngcs duc to un- 
certainties or difficulties in computation. 

Ilere, cach day that the vast bulk of the world ’3 
innovation in the skill and technology of plain panor office 
cop/u.r.g is funnolol inLo Xerox's ii.inJs for itr. exclusive 
usc; each day that Xcrox acguires moro "blocking patents" 
that prevcnt entry by others; each day that Xerox acguires 
laoi c oO^rc t technology; oacn day that it inereases its Research, rranu~ 
tacturing and marketing magnitude; in short, each day that 
Xerox's exclusive control of tha relcvant skill and technology, 
ar.d its manufacturing and marketing powers grow broader and 
stron jer, the barriers and restraints to entry and conpctition 
upoi, SCM and others grow larger. Each day, Xcrox’s techno- 
logical, manuf acturing an.l marketing load grows bigger, the 
rirks upon attempting entry grow higher, the c>:pcnse of 
challenging Xerox ir. the narkctplacc grows greater, and Xcrox's 
ol.i anglchold on the market grows tinhter. 

* J u.q.» >'••• ; r-r- Co m< 0 r. 1 t i< r. y. Chrysler Corporat < :i, 

•. 0 -> I ..... 315, j 2«J v C i r . J l)u/ ; FoutuU” ;.'oi v j ^y. ; • ■ ■ • 

?0C * • -u 214# 2X6 (M" n7T?':no.~ru-:' i . • 
opinion oi Judgc L. Ihand). 
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The fn that the offeets of Xcro ntrcngthcninn 
its market position and inerensing burriers to critry aro 

difficult of preciso roacurer.cnt, ilocs not. rosn, as Xcro>: 
would havc the Court find, that thoce effeets do not cxist 

and that SCM and tho public are not injured; rather, it is 
thir. vcry difficulty of measurcment that rr.akcs the renu] tant 
harm to tho public and to potential and actual compctitors 
including SCM, all the morc irrcparablc. 

Irroparahlc Injury Undcr Sect i on IG of tho Clayton Act . 

Xerox bases one of its arguments conccrn.ing irre- 
arable injury on its contention that Section 16 of the Clayton 
Act is meaningfully different from Section 15 of the Clayton 
Act. Section 16 accords private parties the right to scck 
injunctive relief and contains the vords "iirunodiate harn" in 
connocLiuii with the cjranting of prcliminary injv.r>cr.ive re?io-. 
Section 15 accords the oovcrnncnt the right to seek injunctivc 
relief and doos not contain those v:crdr.. If this diffcrcncc 

is neaningful, SCM intends to show the existencc of "immediate 
harn”. As we have discussed above and in SCM's main Memorandum, 
SCM contends that Xcrox's monopoly injurcs it and the public 
evory day that pasr.es; it causes "immediate harm" to SCM and 
the public. 

But in any evcnt, as Judge Frank stated in liar.u . 3 Lon 
Watch, Section 16 of the Clayton Act in respcct of pęclir.inory 


ł 
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injunetionn łr, Mcclaratory of Che usual rolo rclativo to l U-. 

cxcrc, “ !«*■ coorfo) dincrotion" Sr. orderino a pryli-J r.arv 
injunction. (20C r.?j at 742-43.) 

liic ciair.ccl dichotony botwccn Socticn ID and Kac- 
tion 1C of tac Clnyton Act was put to rout in 7 c,-nith Co rv. v. 
Ha^ol^inc, 395 U.S. ICO, .130 (19C9) , wiiore the Court hel ci that 
Scction IG "was enneted by the Conrrcsr, to na ko available o-pai- 
table rer.iedics prc-viour.lv denied privato partior;" and that it 
''inyokos traditional principiom of eouity and authorire. injur.ctiw 
relief upon the uenonrtration of threatened 1 injury”. As thr 
Court cen. on lo sny, speakino of pnrmancnt rolief, hut 
witl, ooua] aoplicability to preliminary injunctiyo relief 
firantod under tho mamo scction of the Clayton Act! 

"That rcnocl'' rSir'..i-ori..ł ■ ,, 

actual^in jury" 0 i,as 

1->J yiut.it,.,, oj. une ć*!\ri rrurt j,-v 3 or ; rńm 

contomporary yioiation likcly to continua or 

ni.-Ho° r 7°Tf' V lc pur P OCC! of ęjifir.o privato 
«■ not 

M l; * «£&hS“ 

• '•l C!{ iblo and capablo of nico 

nWiW and roconc i 1 ia ti on betwoon the 
Li , 1 rcr; f rnd r^ivato nrcdi: aj. wu as 

hetwron comotina privatc clains • , 1._ 

availal.fi i t y nhould tu ■cond^e.,-^ hr-n c 

• •J >■ hc* public intcror.t wh.ich Contro-" h- 

nourilit to protcct. • " (395 u q -T, i - n^iT* 

ttitatrons or.ut.lcd) ' 


on- 


V 
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POINT III 

XEFO>I's ALLECED DEFENSE OF LACHES TO THE CRANTING 

of ppj:li"imarv injunctive relief is .mispłaci:d and, 

AT MINIMUM, i::VQ7,VES ISSUES OF FACT WłllCH CAHNOT 

HE PTSFPSE D Or AS A MATTER OF LAL’ AT T !IJS J UNCTURE 

In j.ts Mcnorar.dun (pp.28-29) Xerox contends, in effect, that 
becaur.e Xerox first refusod ir. 1963 SCM's request for a patent 
license with respect to plain papor Office copying (a request 
which has bcen rcrr.atedly rencwed and refuscd sinco that tinc 
up to the prcscnti, ( S ee par. 27 (n) of the Amended Complaint), SCM is 
not entitled as a matter of law to any preliminary injunctive relief. 

Xerox alleges in paragraph 70 of its Answer the defense of lacho 

If Nero; pcrsists in advancing that defense, SC.” inlcuds to sho* uL t 
hearing that Xerox's claira of laches in the facts and circumstances 
here presented cannot be sustained. Thus, even assuminq the legał 

sufficicncy of Xerox's pleading of the defense of laches, a factual 
issue is presented. The cases cited by Xeiox with respect to 
laches stand only for the principle that on the facts presented 
in those cases, the laches defenses in those particular types 
of act-ions worc sustained. 


Hut recardloss of the facts, laches is not availabie ar. 
a defense as a riatter of lav; in cascr. liJ;o this. Xerox's 
contention flies in the face of tho lono-cstablished 
principia e.-cprt.ssed by Circuit JuUge Sanborn 
tl.at "cvr.n ecęuicrcer.cc in rast rontinuing injurv does not 
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or.top thcir victin fron enjoini.ncj thoir futuro contińuancc." 
Love v. Atchi •-•on, Toncka f. Santo Fe P.P. Co ., 13 5 Fed. 321, 

332 (Rth Cir. 1011). The dccision in that case was cxn:;cssly 
approvc-d in Ohio 0.11 Co . v. Conway , 279 U.S. 813 (1929), (See 

f 

also Jud <3 o Frank's cxtensive quotation fron I,ovo in Han i 1 ton V.’n 
206 F.2d at 743 fn.10; United States v. American Technical 
Industries, Tnę ., 1974 Trr.de Cas. «J 74,373 (M.D. Fa.).) 


ch. 


Further, in Perina- Li fc Hufflor s v. Internatio na 1 Parts Co^r ., 
392 U.S. 134 (1968), the Court abolished the defense of i_n oari 
delict o in antitrust cascs because of the paranount public 
internet in litigating and ceeking tho climination of antitrust 
violations, cvcn v:hcre, in the facto therc piesentcd, the plain- 
tiff participated in and reaped sono of the benefits of the i1legał 
transactior.s. See also L ear v. Adkins , 395 U.S. 653 (1969) where 
the Court held that the paramount public interest in litigating 
the velidi ty of palents was sufficient to ovcrride a contractunl 
oblination othorwise. It would soem to foliom? as a natter of law 
because of the contir.uing naturo of th.c violntions allcged and 
because of the public interest in litigating antitrust clnins 
on their nor itr., that lacJu-s is not avai labie as a defense for 


Xcrox. 
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POINT IV 

T1IERE ARE NO HARD AND FAST KULLS 
CONCERNING THE PRLSERVATION OF 
TH E STATUS QUO _ 

Xerox contends that Wa rner Bro s . Pic t ures, Inc . v. 
Gittone , 110 F.2d 292 (3rd Cir. 1940) establishes an absolute 
rulc that preliminary injunctivc relief cannot be granted so 
as to give the moving party a ncw sta.us or new rights durir.g 
the pendency of the action which it never previously enjoyed. 
(Xerox Memorandum, p. 10.) 


In this Point, we furthtr buttress the showir.g 
madę in SCM's initial Memorandum that the Court posr.esses 
bruad power to creatc or proso.rve a State of affairs and to 
alter or modify rights of the parties during the pendency 
of the action as may be appropriate to protect against 
continuing harm and to assure the fuli cffectivencss of a 
finał decree if plaintiff ultinatcly succeeds. We further 
buttress the conclusion that in doing this the Court is not 
precludcd frorn granting preliminary injunctive relief by 
rcason of which the meving party accjuircs a now status or 
new rights during the pendency of the action which it never 
prcvicucly enjoyed. 


Initially, 
ing tl.e status guo" 
tial rogu:re:icr.t ir., 


we point out that the concept of "presery- 
is only one rcason for, but not an cnr.en- 
tho insuanco or don i al of a nrol j: j: a: y 



T 
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injui.ction, and that entircly apart frorn nny considcration 
of the status uuo, a prclirainary injunction car. bo granted 
to avcid irreparf. blc injury. See, for examplo, Koss-Whi t nr<» 
Co_rn. v. Sr.ith, KI ino i< F r onch lab . , 207 F.2d 190, 199 (9th 
Cir. 1993) (cited and relied on by Xerox at p. 9 of its 
Memorandum): 


"Tho naintcnance of the status quo ir on)y 
one of tire reasons for - wnich a prelininary injunc¬ 
tion muy be granted. It may also be granted to 
prevent irreparablc injury." 


Ross-Whitney was cited as an examplc by Judge 
Lumbard in Unic on Management Corp . v. Koppe r s Connany , 366 
I’.2d 199, 204 (2nd Cir. 1966) (discussed at p. 13 of SCM's 
i n i 1 5 n 1 m r> r»o ndnrj vhcn ho s a i d : 

"Othor courts have granted preliminary 
relief without regard to establishing the 
status cjuo, as long as there was a showing 
of potential irreparable harm. ..." 


*urther, as shown in SCfi's initial Memorandum., 
and as cxprossed by Judge Mulligan in Daniolson and other 
cascs, the status cjuo to be preserved car. novcr be a situation 
in which a li.’:c)y viol at jen of a sta tuto expressing pub) ic 

policy inny be permitted to continua during the pondoncy of th.c 
nction. 


Our ronin Memorandum (at pp. 12-24) 
car«.s rdiowi.no that thcrc is no such absolutu 
a couvt, in grantimj prelimi r.ai y injunctivo 


discussed numerów., 
rulo prcvcntinr 
relief, f ro;n cr c a L 


n ; 


*.'at i ona) 


a ncw siat u., or ruw rinhts. 


Those cares includo 
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Lelt rr Carricr s, Unicon , Phila do 3phi a Wo ;: 1 d Hockoy and 
MCI, in all of which the Courts involved dirccted or af firn,od 
the granting of prclininary injunct.ive relief by reason of 
which a new State of affairs or new rights which ncver pre- 
vicusly c'xistcć was crcatcd or confcrred upon the rnoving 
party. Sec also 78 !Iarv. L. Rev. 994 , 1056 ęt scq. (1965). 

To the list rnay be added di Laurcntiis_ , discussed 
above at pp. 7-9, vtoorc the District Court denied the 
rcquested injunction requiring a party to usc particular 
eguipment in exhibiting a film that it had never used before. 
The District Court advanccd as one reason that such relief 
would changc the status quo; the Second Circuit reversed 
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Anothcr case issuing a prcliminary injunction 
crcating h nev: State of affairs is Into rphoto Ccr p. v. 

H i no3 la Cor p. , 417 F.2d 621 (?nd Cir. 1969), which is 
relied on by Maro:: (Memorandum, p.B) but. which, in fact, 
provides audi tior.al strong support for SCM's position*. 


In I ntcrrhot o the defendant had terminatcd the 

plaintiffs ćistributorship agrcerncnt. lnitially, Judge 

Herlands in thc District Court had found a likely anti- 

trust violation and irreparable injury, and so enjoined 
\ 

the refusal to dcal. Thcroaftcr, Judge Herlands cntered 
a supplementary order (sec Appendix to this Memorandum) di- 
recting defendant to dcliver goods to plaintiff in California, 
although thcil. SLctLe hau beeo feXo’ u do u from Lhe original uitj- 
tributorship agreement and although the defendant had never 
beforc nhipped any goods to the plaintiff in California. 

Judge Herlands rejected the defendant's argument 
that thc tenporary injunction should be limitcd only to a con- 
tinuntion of tht pre-er.i sting arrangement bctwcen the parties 
(A197, 7*199, A?00 ct sen . ) He cxp.\aincd that although his 
original opinion "speaks of maintairing the status quo," he 


* ;ve altio . •! i v. Sauannah-Chatha m Cc unty Ud. of rduc., 318 
F. 7d 425 ( •::: cir. a oeliocirogation casc Ln v:hTeh aj 

cntirely m v: -.tato of affairs war creatcrl during tli'.* pcnd.cnc 
of the ape. ul; O] i v r; v. Kai ,~ i i , .ri oo Foard of K dueati on , 346 
F.Supp. 76C (W.D. Miel'.. 1972). 
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had gonc furthcr by ruling "that, thc dofcnuant whs also 
rcstiained f roni imposing any unlawful restraint on thc 
plaintiff." (A2G0) 

Intcrr-hoto is thus o case where thcrc had ocen prior 
dealings as to sorre irattors, and a prior rcfusal to deal as to 
other ir.atters. MCJ. is also sueh a casc , as is this ca.jC'. IjI 
both Interphoto and MCI , thc injunction against thc rcfusal to 
dcal directea a course of dcalings bctwccn thc parti.es which 
theretofore had ncvcr o>:istcd and which confcrrcd now rights 
on thc pluintiff v.’hich it had prcviously never possessed. 

On appcal in I ntcrphoto defendants argued (7vppcllant 1 r. 
Brief, p. 22) that under Warner Bros . v. Git t onu and other 
authoritics thc Court did not possess power to croatc a r.cw 
arrangement betv:een thc parties, but could only continue thc 
pre-existant arrangement under which thc parties had bccn 
dealing. The Sccond Circuit rejected that argument and af- 
firmed the District Court’s dccision on this point. (417 F.2d 
at 622) 
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Warner Pros . v. G ittone was also argued to the Ccurt 
by the unsuccessful defendant in Philadelphia World Hockey . 

(E.g., Defendanfs Memorandum in Opposition to Plaintiffs 
Motior.s for Prcliminary Injur.ctive Relief of October 7, 1972, 
at p. 18.) Judge Higginbotham, sitting within the Third Cir¬ 
cuit, ncverthelcsc altercd the status quo with the prcliminary 
injunction order ho issucd. MCI was also decided by a district 
judge in the Third Circuit. In fact, four rcccnt Third Circuit 
dee.isions — nil post-Warno r Bros . discusn genor.illy the con- 

siderations on a prcliminary injur.ction noticn.* Mono r.etr> 
forth any ' i i ; u rulet concorning stutus quo; indeed, nonę 
cvor» citcs vh.J u.-;. Eros. 

U a? u- r Ero.-;. has been citcd in a nuuibcr of r.ubscgucnt 

dociniom. for t:i.* generał principle that the status quo to be 
pr.of;c'rvi 1 is, cwdinar.ily, the last peaceable uneontested status 


* Commonv:en111 1 of Pa. cx rei. Crcanor v. U.S. Dent. of Aor., 4(>9 
r^TTTCT-r. a Ci r. TT7TT: fn ro Pe r.n. ćy ?t r.fl rrtatian 

Ccrjvu'.y, 4^7 l’.2d 3tl (Jrd Cir. 177377 v. „o: v < : 

Stc..:T~ IhT hnnpo , 44:> P.2d li 6 (3rd Cir. P/flj ; N»7l sun~'?Tr]Te r , 
4/3 ‘•'.dd 47-1 Tird Cir. l a *7). -- 


I 
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betwccn the partios. Kitli thc excoption of iwo deoisions ren- 

* 

dered by thc sarno disLricl jud go in New Jersey , Warne r Pros, 
has bce.i cited c.s stancting for that generał proposition, but 
not as sstting any absolute or hard and fast rule. 

For cxaT.pl c r Xerox cites Tanner Motor Livery I.td . , v. 
Avis, Inc., 31G F.2d 804 J9th Cir. 1963), cert, denied , 375 U.S. 
821 (1963), as being "in accord" (Xerox Memorandum, p. 7) with th 
so-called absolute rule. ** But the Nintli Circuit, while stating tli 
qeneral proposition that the status c:uo is the last uncontcsted 
status whicli precoded the pending controversy, went on to say 
(316 F.2d at 809): 

"We are not to be understood as stating that thc 
foregoing principlcs aro hard and fast rules, 
to be rigidly applied to every case regardless 
of its peculiar facts. The infinite variet.y of 
sj.tuations in which a court of eguity may bo 


-o(!s v. McDonald'? - . Cero, 


* Barbys Fr.ostcd i _ _ 

li 7 4 , L' 2. oj. Fi tna n-riooro, ińl 


19 7 3-2 Trade C\\s. 

v. 7h_o_ n ciW C h.cnic: ] Co 

duły 13, 1 973) (imreoortoil j~. ,r l.crr 


Civ. Mo. 480-73 (D. N.J 
two cascs aro discusscd at p.p. 12-J3 of Xc.ro>:' 3 Me.mor undu:... 


* Contrary to Xcrr»x' s contention (Memorandum po. 11-12, 
} C 'l' • !':£LV v - ^aramount Film Dis tr i but iner Corn., 

3P0 !..:u 7-, T--th tir. J'V>(i) i hu onlv - ~other ca:ó ci tort 
l y Xorox in that i oeard, do.*s not - follcw or e>:prcss any 
absolute lilio ..jle.edly osi abl i.r.hcd lv Warno** Paor:. 

Tn _ 1 ,! V dourt'.-. sole holding uaa‘ti.a tTiTe 

ITiT-n.i icl <\.'art did not nlnwo its rti seret i on in donyina 
Llio n*:.iu-.:r;l od i njuiolion. (1.80 J'.2d at 97.) 
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caJ led upcn for intcrlocutory i’-nuiictive relief 
r&rjuircs thau thc* courl nuvo considcrablo dis- 
crel.ion in farhioning such relief. fiut the 
court's discn tion is ncither arbitrary nor 
unl iiiiitod; it is tc Le guiciod by the prinoiples 
long established in cc-urts of eguity, and a 
depariure from t iiosc pri noiples is justificd 
only whcre thc- prnctic:.] ities of the problem with 
which thc couri is fac.cd reęuire it." 

Soe ą] so, Nat i onal Lot te r Carricrs (discusscd at p. 14 of our 

main Memorandum) ; and Orreoa Import ing Cor p. v. Petri- Kina 

Camera Company, 4S1 F.2d 1190, 1197 (2nd Cir. 1971), where 

Chief Judgc Fricndly sa.id that qcncralities concerning presor- 

vation of the status quo: 


... are less useful in ćeciding concrete caros 
than is somotira.es t.hought; often they merely 
rational i ze conclusions alroady reached. Thoy 
are somewhat reminiscont of canons of statutory 
construction, with rcrpect to which, as Frolcs- 
--1 1 *cl2yn cjnusingly demoosi.i at.ed, evorv 
t lir ust has ttn equivalop.t countcrthrust. See 
also Na tional 7\ss'n of_ I.otter Carriers v. 
Som brotto , 4 4 9 F. 2d 91 j, 921 ~j2d~Ć fr. ] 97 ] ) . " 


ln the ond, thc only authorities cited by Xorox 
which support its contention that Wa rner Pros , established any 
aliso] u te rule against preliminary injunctive relief creating 
a new status or conferring ncw rights are the two dccisions 
rendered by the samo district judge in New Jersey. In light ot 
tho vcly subRtantial and morę authoritative body of law which 
has rejectecl the existence of such an absolutu principia, in- 
cluding binding procedent in tliis Circuit, we respectfuliy suy- 

łJ ‘* s;t Llu,t thoSt * tv '° Nt,w Jorsoy district court dccisions e.\pros:; 
an i,i,vuir ttc viow . to *1 t single poii... of jaw. 


to > 
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POINT V 

vie;:jng the status quo most rigidly as the 

STATE OF AFFAIKS AND THE RIGHTS OF THE 
PARTTES AS THEY EXłSTLD AT THE COMMBNCEMENT 
OF THE ACTION (THE "STATUS QUO ANTĘ LITEM"), 
THF.HE ŚTIi.L EXISTS łlROAD POWER TO GRANT 

preliminary i::junctive relief to restrain 

XEP.OX FHO.M ALTEP.IFG THAT STATUS QUO Dl'RING 
THE PENDENCY OF THE ACTIOM. _ 


In this Point, we put. aside our arguments conccrning 
the existence of the Court's power in this case to grant prc- 
liminary injunctive relief based on the authorities which 
hołd that the status auo to be preservcd can never be a 
situation in which a like)y violation of a statute e*xpres~ 
sing public policy can be permitted to continue; the 
uuihoij.cifcb which helu eheit the preser. vat-ł.on uf the statua 
quo is only one, but not an ossential element to be connidereci 
in determining v;hether to issue or deny a preliminary m juncti oj. ; 
the authorities which hołd that a preliminary injunction 
may create a new state of affairs or confer new rights which 
nad never previously existcd; and the othor authorities 
which have hołd that the status cjuo to be presurved can bo 
something othor than the status and the rights v.’hich c>::'Stod 

at the commenoonient of the action. We accmac ar gnendo _ 

for purpor.es ul discusuion in this Point that thare i.s an 


absoluto 

rule , as 

Xcrox 

ccntends, 

v%hieh proeluucs tho 

grantinn 

of pro!i 

mirnry 

i uju net i Vi 

• relief \.T. ieh c:h'.nger tN 

K~4 

0 

w 

■W-* 

X 

iii 

n f fi r s 

is il 

cyisl.ed at 

t l.t* tir.ie of the oot«. . 'ncv: 
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of the suit or v:hich conferr. ncw rights on thc moving party 
wijicu it ciul r.ot possess pri.or to that time. 


Despite all of theso assumptions for the sake of 
argument, there still exists on the faets in this case a 
broad rango of judicial pov;er to grant preliminary in- 
junctive relief and, therefore, Xerox still cannot sustain 
its contention that as a matter of law there sriould be no 
hearing on CCM's motion for preliminary injunction. 

Xcrox citcs and relies on (Xcrcx's Memorandum, p. 6) 
America n Mcrcury v. Kidy , 19 F.2d 295 (2d Cir. 1927). Choro 
che Court sta red that 

buch piovisional or preventive remcdy [the prc- 
liminary injunction] is given to proserve the 
status cjuo and to prevor.t further perpetration 
ol acts which might materially ei'.danger the com- 
plainant. UsualJ.y a temporary injunction con- 
templnc.es relief where, without it, finał relief 
would be of no avail to the complainant." (15 F.2d 
at 297)* 


Xei\>” also cjuotcd frora this case, g.i.ving only a fragment, 
of the languago horę set forth. A number of the docisions 


ca t ( ,t i. '- Nero.': in ats Memorandum rre, as in th.is ir.ctance, 
cjuelcd oniy in f ragr.u nts, nomet.ines out of contort. A 

ol othor docisions aro described by Xorox* only in 
‘■ ll ‘'"O 1 cvj ..t ed fashion or aro takon out of context tron 
doctsionr; often factually inappoaito. Sce, o.o., Xeicx's 
ritiKion ot Sannom v. Airline r a. ] o t s Am'n. a 7 f p 


2 14 (.\ 

i Cir. 

fi'/*?') 

at 
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Much of the relief SCM sccks is "to prezent further per- 
petration of act.s which might roatcrially endanger conplainant. " 
Much of the relief SCM sccks is to ren.ovo the ccntinuing futurę 
obstruction to compeci fi on and interstate commerco. (Sec, e.y., 

T o ledo, A./\ .—v. P a. Co ., 54 Fed. 730 (C.C.N.D. Ol.io (10 
SCM sceks a praliminary injunction as a "policing meacuro" 

1t fl P_ yi a tch , 206 F. 2d at 74 2) to prevent Xerox frou doing 
harm during the pendoncy of the action. 

Xero:< arsorts -- as does SCM -- that the relief reguested 
i.n paragi aphs 50 and 51 of the Amendod Complaint (in par. 50 a 
prohibitory injunction against Xerox's threatening, commoncing 
or maintaining any patent infringement action against SCM and in 
par. 51 the granting of a nandatory license to SCM with rospcct 
to Xerox's plain paper office copier patents) are substantive 
C'juiv»—!t e . ypvov attemptr. to roason - crroncously — 

tliat bccause a mandatory license cannot be dirccted because it 
would change the State of affairs and confcr a new right to SCM 
during the pendoncy of the action, a prohibitory injunction 
against threatening, contT.cncing or maintaining a patent infringe- 
rnent action against SCM during the pendency of the action also 
cannot be granted as a matter of law. 

But thi.s reasoning focur.es only on the possible benefits 
to SCM. It dccs not focus on the perr.issible rentraintr. 
against Xerox during the pendency of the action from ce:w.i iti iv; 
ncw act.s \:hi.ch night i nflict harm o SCM. Thus, at the tir. o of 
the corrjuci.ocmont oL the action — the status at that tinc -- 
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Xeio.. hau not commenced cu* roaintaincd any patent inf ringomi 
*ict ioi, r. 9 a i n :• t C >C‘I w.ith respoct to any effortn by SCM to r. 
mana*naturo or market u piain p M pcr cl/ Leo coj «.i _. 
hny sucJi ccmnieuccMent or maintenancc of <in oction by Xerox 
after this suit began is a nev: act, and, thereforo, v;ould 
aj ti. r tho status quo antę litero. Assuming a sufficicnt 

showing as to.the Jikelihood of violation and irrcparable 

* 

harm , the Court has power to restrain Xcrox from any such 
new likoly act. 

Also, insofar as any now acts by Xerox in 
threatening, naintaining or conmoncing any action against 
any customer or supplier of SCM,or any other new act which 
may threaten or impede SCM's ability to design, manufaeturc 
or market a plam paper copier, the Court has power to 
grant the relief rcquested in paragraph 50 of tho Amended 
ComplainL. A pi t‘Viuus] y uiscussed, Xerov han, j.n efrert, 
unilatcrally alrcady consented to a part cf that relief. 

Likewise, as we have prcviously pointed out, the 
Court has power, on a viev; of preserving tho status quo 
anto litero, to grant the relief requcstcd in paragraph 53 
to restrain Xcrox during the pendency of the action from any 
new act in atteir.pting to enforce its allegodly restrictive 
agrocmonts with its employees, ansuming a proper showing 
of likoly violation and harm. 

* l.e h.ive 1 icviv.u.Jy discusr.id )ior.» U 10 t!m.,L ef ‘.uch Hhigr.tion irxy 0 
irrcparable harm. 
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Beyond all of the forcgoing, ba a cci on the allega- 
tions of the Amended Complaint, the Court hec power on a propcr 
showing to grar.t preliminary injunctive relief to anesthetize 
the further continuing cffects of likcly past violations or 
to orevent the commission of now aets which roay matcrially 
endangcr SCM's incipient efforts as a potential competitor on 
the technological and manufacturing levc:ls and as an incipient 
actual competitor on the marketing level. 

Thus, as a further example in addition to those 
described in Point IV of SCM's initial Memorandum, paragrapn 
19 cf the Amended Complaint alleges that Xerox has the con¬ 
tinuing option to acquire exclusivc ownership of all patentod 
and unpatenteó Xerogrannic techno!ogy horc-after ćevojoped by 
Battelle. In its answer Xerox denied that allegaticn exccpt 
admitted that under an agreement with Battelle Xerox was 
granted certain contingent rights to existing and futurę patent.:, 
patent applications and technical’informat.ion of Battelle relauing 
to xerography. Paragraph 20 of the Amended Complaint alleges -- 
and Xcrox admits — that "Since 195C Battelle has engaged and 
continucu to engaye in xerographic rcsoarch and developmont 
activitics ex du rlvoly for Xorox" (emphasis supolied) . 


It follows that if the Court finfls that Xerox's oe ;ui- 
sition of cxclusive control of Battello-developed patents, patent 
applications and unpatcntcd technolo^y is a likcly violation o* 
Section 7 of the Clayton Act or Sccticns 1 and 2 of the 
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Shermn Act, the Court has the pov;er to restruin Xoror 
durli.cj tho pendcncy of the actiou from making further 
acguisitiono of cxcluoivo control to any new patented er 
unpatented technology dovelopod by Battelle sinco the 
commenoeuciit cf tho action. 

Tho sarnę conclusions as to tho Court's power apply 
Wlth r cspect to patented and unpatented technology heretofore 
acouired or which Xcrox may hereafter acquirc from many 
othors (sec paragraphs 21, 22, 27 (b), 27 (k) and 27(t) (iii) 
of the Amended Complaint). 

Without attempting any further detailed examination 

ot the Amended Complaint., it cannct be doubted that as a 

ir.atter c< law the Ceu^t _ 

--w tho pater, cn a preper 

siiowing, to grant preliminary injunctivo relief which 
(a) restrains Xerox from making any further purchases and 
aeguisitions of relevant technology; (b) prohibits Xerox 
from ontering into nev/ cross-1 icensing agreements which 
yiVt it exclusivo use of relevant technology; (c) restrains 
Xcrox from Jiiring any additiom.l technical porsonnel .skillod 
in the roiovnnt technology; and (d) reslra.ininy Xcro;: from per¬ 
forming any othor new acto upen a sufficient finding that 
oueh act.r will constitute likoly further violations .of tho 
ant itrust laws or perpotuatc further likoly unlawful cfieata 
of r.uch viol utions. 
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Evon on the most rigid view uf prcsorring thc status 
quo as i i: existc.d at thc comm.cn cement of thc law suit, Xerc>>: 
is not imr.ime from judicial intcrlocutory remedies. On a 
propcr shov/ing rr.ade at thc hearing on SCM's prcliminary in- 
junction motion, the Court neod not, and ir.dced should not, 
sit by and watch while Xerox's continuing acts during thc 
pendcncy of thc action endanger thc incip.i.cnt 
actual and potential competitive cfforts of SCM at cach of 
the threc levels of activity involved in this ca.se: tcchnology, 
manufacturir.g and marketing. Upon a proper showing, the 
Court need not — and should not -7 sit by and permit. Xerox, 
by any nev/ acts during the pcndency of thc action, to en- 
danger the public interest. 

C PNCLUSIO N 

Xerox has failod to sustain its heavy burden of 
demonstrating as a matter of law that a hearing on SCM's motion 
for a prcliminary injunction should not be held. Xerox han 
not sustained its houvy burden of showing that sueh motion 
should be denied without a hearing. 

Datcd: Fcbruary 15, 1974 

Kespcctfully submittod, 

PPOSKAUER KOSĘ GOEYZ & MENDKLSONN 

300 Park Aronuo 

New York, New York 1002? 
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UIDLTT f. WIDETT 

100 Fedora 1 Street 

Boston, r.acoochusetts 02x10 


jacoiis , JACons c, r.r.uDtrKG 

207 Orange Street 

New Haven, Connecticut 

At.torneys for SCM Corporation 


F.y S/srefiH6N KA CK0 W 
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A 19G 

Rfcorcł of Proceedings of February 18, 1969 
U NITKI) STATKS D1STB1CT COUBT 

SoUTHEllK DlSTUICT OF Nf.W YORK 
C9 Civil 130 

[Sami; Title] 

Refokk : Hox. William B. IIkulands, District Judge 

New York, February 18, 19G9 
Boom 619—10:00 a.m. 

Aitearancf.3 : 

Ponoaan, Lr.isruE, Newton & Iryink, Esqs., 

Attorneys for PluinlifT. 

Sakford M. Litvack, Esq., and Alertu II. Hommnott, 
Esq., of Counscl 

"Whitman, Bansom & Cov lson , Esqs., 

Attorneys for Defcmlant, 

Forhes 1). Shaw, Esq., of Counscl 

. . •— ■■■■-- '■ ■ % 

The Clerk: Interphoto Corporation ngainst Minolta 
Corporation, llcaring re motions. Counscl rcady? 

Mr. Litvack: Boady. 

Mr. Shaw: Boady. 

]f you Honor please, 1 wonld firsl lii.o to thanlc vom for 
hen ring <hi< mattor so protnptly. 

As 1 poiuted fili in my bib r of ye.sterday to your Honor, 
n quesiion bas aii-cn und<T Ilu* temporary injuuetion order 
ns to whetlier tlio plaintili' is cntillcil to place order? willi 
tlić defendant, and tlio dcfcndaiit is reipiired to aoeept 
orders from tlio plaiuliff, calling for shipment of Minolta 
products to tlio plaiutifl anywhcrc in lin Continental United 
States. 
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A 107 

Itecord of Procccdiugs of Fcbnuny 1S, 

If your Honor will rocall, the Wholesale distribuliun 
ngreemont botween the partio- cali- lor the plnintifi to 
ha ml o the di-tribution on a non-exelu-ive ba is of tho-e 
Minolta prodnets dcsignatcd by Minolta Corporation for 
sale to bona fule photographiu retnilers and to use it- lie-t 
cftorts to promotc the .-ale of tho.-o prodnets williin tlie 
Continental Lnitcd Statos witb the* exception ot elcven 
States. 

I tliink to make that moro graphic, as your Ilonor can 
see bero, tliesc aro the oleven States, includiiig Ala-ka, wliicli 
were excliuled froin the aroa whore the plaintiiT was to be 
the di; tributor. 

As we rcad your IIonor’s order, teinporary injuuction 
order, and in the light of the opinion, we are to continue 
that nrrangement, nr.d while 1 would stipposo in the liirht 
of your lIonor’s opinion insofar as it was based on the 
Schwinn ca-e, we delirer prodnets, Minolta prodnets, to 
the plainlill witiiia tiiis aren, and we eannol cuntrul that 
any rnore, in fact, nnyuherc i.i the world, I dt.n’t tliink we 
aro rerjuired to ship ont-iib* of that territory to the plaintiiT 
and we would likc a ruling on that. 

Mr. Litrach: Your Honor, I nm sorry that we had to 
take the Coni-fs tinie witli this problem. 

First, as your Honor ktiows, we are a nation-wide dis- 
tributor of photogrnphie prodnets. Secoiul. in the j>ast 
Minolta bas delirered photogrnphie prodnets to Interphoto 
al its warehou-e in Dallas, Clerolnnd, Pliihulelphia, New 
T oi K, ( hieago. T\ e pav the freight. W e plaeed an order— 
this a 11 ar i.-es out of Californin, I niight sny—for deliverv 
to Californin and we pay the freight. They have rcfu.-od 
to deliwr to Californin. Tn-tead, what they want to do, 
they want to delirer it to ns sonie place ol-o, make u- nn- 
eiate it, uti-hip it and then take it front otir wjirohou-e in 
New York or wheiwer and ship it to Californin. Tliere 
is no legitimale business rea-on for this, your Honor. 1 
ha\e n.-ked lor this. Tliere doesn*t seein to be a‘ single 
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A 198 

Rccord of I'roccc<Uitfls of Fchruaty 19, 1969 

legi t ima te lui^iness renson. The only nnswer I hnvc gol ton 
so far is, “We c!on't hnve tc.“ I tliiuk they do. ll js nil 
allempt to avoiil the Court's order and to just furthor 
obstruct us. 

AU this would rnean i.s we cannot effectively eompote 
in California. They know that. It mo.ms we lose timc. 
Sorne of their goods eonie into California. Tliey want to 
ship from California to New York and then make lis ship. 
baek to California. We loso wccks becausc that stuli' is 
not flown. It contes by ship. 

The Court has eonsidered this problem. We aro a dis- 
tributor. The agrecnient is elear. The agreoment says we 
nrc a non-e\elu<ive distributor in the Continental United 
States e\eept thirteen status. Your Honor has road out 
tliosc thirteen states. 

The> cannot impo.-e that Wjuireiner.{ upoi; us. Now 
they are sceking to do imlirectly wliat they cannot do di- 
rcetly and contimic to eontrol the West Coast market. 

1 think that it is unfortunale we are here, but I tliink 
we are entitled to have theso goods f-hipped to us at om* 
expen.se. V»’e aro willing to pay for it and 1 sec no renson 
why we should be hampmed in this way. 

It would al<o, I niight point out—1 ani surę tho dofend- 
ant has eonsideucd iliis—greatly inerease our eost. 1 don’t 
menu the eost of ship]iing, but the eost of packing, unpaek- 
ing and repacking again. We couldnM be coinpetilive willi 
them. 1 suggest to the Court they should not be allowed 
to do indireetly wliat it is quitc elear they cannot do di* 
reetly. So 1 respeetfnlly rerjisest we have a ruling they 
shiii to us at our expense auy place in the United States 
as per the agreenient and the Court’s order. 

Mr. Shaw: 1 would liko to sny one lliing morę, your 
Honor. 1 don’t tliink your Honor has re.nl out wliat Mr. 
Uitraek has said are the ternis of Iliis nirroeincnt betwoon 
lis, and 1 wonhl like to refer at this point to wliat was stated 
in Mr. Nakaiuura’s aflidavit before we bad auy bud nos*; 
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A IW 

liCConl of Prorcf/Iiuffj of F( h),\iri/ ]s f jnc!f 

dcalmgi willi 11 1 i *5 plnnitiff. A part fi om tiio ID-m dmup, 
" ,K ' n " c s "f la7Icii!i» ahutit 1 lic ngr^cmnits we lnv<- m.w\ 
.*i< that litm> Ilio pluintitT demanded disti il.ution in Hm 
A\>sl Cmi -i mul he was lol.l ot that linie lliat tltc defeud- 
fml would uot imdr-r any circumMMice.- gi\e up its «liri*cŁ 
(lisi 1 iłnilion en the WcM Const wiii.-h ithad pul « ln| 0 f 

lnoney into becau«o of the (lump to starł out tlicie* in IDfid 
in llie spring. 

Tlić plainiiff know, in .Tuly of 1007, ? ,„d tlmy wr ,. n (ol(1 
t li oso wore tlie fonns of Ilu* arrangcn.enl lliat the defondant 
want od or Ihcro would ho 110 arraiigoment, lliat Minolta 
would hccoino its own diroct distril.utor.s in other porlion.s 
of the United States if lie porsisted in liis deniand. And 

again they go 011 to sny, “We nlso insistid on a wrilton 
ngreement.” 

I Rulnnit to your Honor that we are eompellod under 
>our Honor.*, order to contimie oni* relntionship. 7 sec 
notliing in the opinion as reading oul anythina c]-<. AU I 
undersland i.- mi we the Scliwinn cuse w" e*inot tell l im wlien 
lie gels mat 1 i d k * '*nn!'ot na'**.-ni;, p owr tho I. rritoriel 
lines. "W e are in a rituation now where lie liasn’1 gol ten 
the materiał yet and that is why 1 would lila* to have the 
ruling on it. 1 tliink what is happening now is that we are 
cxpa»ding tlie status (pio, cxpaiuling the lelationsliip he- 
tween the parlies to a point to nil the United States and 
Hawaii as well. 1 don’1 tliink that is the tenor of what 
your Honor stated in your ojiiniou. 

The C’oiii'1 : Mr. Shaw, do you sel! and delivei* to otlier 
Wholesale disirihutois in these thirteen stales? 

Mr. Shaw: Yes. Mr. Satter, the Satter Company in 
Ihe mon n la i u slaies, yes, sir. That is riglit hen*. Minolla 
,s dmnd di<!rilmlor in Washington, Orogon, Cali- 

fori:i;>, NYeada, Arizona and Alaska. 

Tn Hawaii thery is a sepu rato Wholesale dislrilmtor. T 11 
New Me\ico, Utah. Colorado, Wyoming, Idaho and Mon¬ 
tana is Ilu* Salt'*r conceiii. 
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The Court: Tlicie aro nt least Iwo Wholesale distribu- 
(ors tliat you havc rcforml to. 

Mr. Shaw: Yes. 

Tlić Court: Air? those Wholesale distributors to wliom 
you havc just referred eover how many ot' tlić States out of 
the thirtecn? 

Mr. Shaw: F,lcvcn, 1 thiiik it is. Scvon out of eleven. 

The Court: Tlicie is a statistical flilTeronco bctwccn 
you and Mr. I/itrack as to whothor it is elcven or thirtecn. 
It was my inipression it was thirtecn. 

Mr. Shaw: It is my inipression it was eleven. I inny be 
wrong. I think it is thirtecn if you count Alaska and 
Ilawaii. It is thirtecn. 

The Court: Of course Alaska and Ilawaii aro States. 

Mr. Shaw: Yes, 1 understaiul. I don’t think Ilawaii is 
Continental United States, but that is noither herc nor tlicie, 

The Court: Counsol have askcil the Court for a ruling 
in the naturo of au intcrpretnlion of the intcrlocutory in- 
iunction '>idcr liorctofor*' fdcd in tlus co.sn on .laimary oOili 
of this year. The Court did not sign .i >cp:.vute tcnipnva iy 
injniiction order but contuiuod witliin its opinion and doei- 
sion appropriato deeretal ]>rovisions and tlir* opinioji and 
dccision eonstitutes an order. 

It is truć that the Court*s opinion speaks of maint.iin- 
ing the status quo, sińce that is the trnditional funetion of 
a teniporarv injunctiuii, but the Court al>o alluded < x- 
plicitly to the Court’s ruling that the d-fcudant was aUo 
restrainod froni iinposjng any unlawful lestraiut on the 
plaiutitT. The order to sitów enu*e filcd .laminrv 13, 1%!>, 
did not eon tai n Ilu* usual “siieli other and furthei relief 
elaiise, tiul Mr. J.itvaek's mneiiig allidaeit sworn to .lanu- 
arv 13. 1 :•*".!*, paragrapli in ils eotieludinir sontenee, nsked 
for stuli other and fnrllier relief as to the Court inny seein 
just and proper in tl «• preini-es. 

The coiuplaiut in the aetion dated .laimary 13, lf!C.!» t 
in Scetioa \ II. wliicli i.- the prayer for roli«-f, amonu other 
Uiingj aski*d lor a preliminary and permauent iiijunetion 
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wliicli restininod tlić dofondant from rofnsing to wJth 
tlip plniulilT and furtlicr praytd for relief tliat t!,-; defend- 
nnt sdmtdd ho rostrain* d ftom impo-ing auy uulawful 
rosi rai ni ar uulawful iiiUrforenco willi lin* plaintilV. So it 
is pręt ty elear tliat tlie Courl had befuro it a d*m.iiui ar an 
applicatiuii l»y tlio plaintili' in its molion f**r relief moro 
extcnsivo 1 han moroly pivsor\ing and maintniniiig (lip pre- 
cisc status łjiio as cKcmplitled or coniined in lin? tlićn oxtant 
dist lilnitoidiip agreoinent. 

It was tlu* (’oui t *s inlontion, as npponrs from tlio opin- 
ion, to iv. traiu tlio dofondant from imposing auy unia„ful 
restraint on tlio plaintili'. Tlio CY.urt’s opinion oxprcssly 
roforrod to geogrnpliieal restrietions wliicli tlio Courl rc- 
gartlod as violativo of .Soetion ] of tlio Sliormnn Act. 

On tlio facts wliicli luno boon presontod to nip lliis niorn- 
ing, tlio Coint would nile tliat no logii imato renson lias bocn 
prosontod to tlio Courl for justifyiug tlio defendnnfs ro- 
fusal to dolieer morehnndiso to tlio plaintili' in Californin, 
tliat npparently being tlio only stato wliich is in eontro- 
versy, at tlio moment at Kist, tliougii tho Court may very 
wel! fniieipate tliat a similar problem may nriso as tu 
other ol 11;o tliirtecn statos tliat ropresent ihe e.scludtd 
arca uinlor lin.* distrilmtorsliip aurcemont. 

1 don t know wliclher eounsol dosire to formalize tlieir 
rospeetho statemrnts of fact in tlio form of aflUkmls or 
whetlu i it is tlio dosiro of eounsol lo have mo issuo a ruling 
on tlio basis of tlio )irosontation by eounsol as statod on tlio 
rceord liii- morniug. 1 would assuiuo tliat tlio facts pro- 
seuted lo ino ropro*ont laets tliat ca u rcadily bo oonvorlod 
inlo an afiidnvit, it uocossnry, but I, for ono. do not soe any 
roal nocossity for tlio subuiission of afiidavits unless coun- 
sel di siro to mąko a iornial reconl for appollato purposos. 
As lar as 1 ani ooncoriied, in tlio exoioisp of my discrotion, 

I do m>l iioi*d atiidiiyiis ii ilii> proocdural tooliuiijno is agroo- 
nbb* to eounsol, 

llow do you fool a bont tliat, Mr. Shaw! 
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Mr Sl.au-': I tliiiik tlmt Ilu* rca^on why 1 nskodyour 
Honor fu l.oar liii- i- I U l»' sos ‘l ut ‘ 4,on not ° nl) 

in Crdifornin but ot War plaoos. 

Your Honor Was imlioated to mc wWat your Honor Inni 

in miiul in thc opinio... I would aimply ju,t Wke to rnyto 
vour Honor that I don’t tliink Urn complnmt sani wWat >ou 
said it sniil. 1 don’t tliink your Honor m your opimon a 
lonst 1 was n.islod Wocun,o you alway* qual»fieil U »* * dis ‘ 
tributor. Xow, as u ilistributor wl.o ts a d.stnlmtoi of t . 
aren I don’t tliink tlicre is anything dlognl u.ulcr tWe 
Sliernian Act in speeifying an arna tor any 
Kow, thc ąuostion in tWc caso, as 1 Wavc alwnys unde.Mood 
it, was thc limilation and rcstriction as to mWuI thoy coulc 
do witli it a flor tWey got it. 

TWc Conrt: Mr. Shaw, may I suggest tlmt m-c co\ci 
thc proc-dural point first buforu "c gol into furtWcr argu- 
m.-c.t * I would '*0 gbul (o ticnr you at lonutW. 

Mr. Shaw: i don l tliink mu nood aflidav:ls. 

TWc Court: Mr. Litvack, do you Mant alhdavits? 

Mr. Litrach: No, your Honor, not at nil. . 

Mr. Shaw: Arc you proposing to appcal i roni tlns 

Mr. Sluiw: 1 ani considcring it, your Honor. 1 don t 

know. ., . .i. 

TWc Court: If you take an appcal and assmnmg tiul 

nn appcal lies, as to mW ieli 1 exprc?s no opinion, that bu.ng 
outside my jnrisdiction and function, you arc sat.sfiod to 
havc tliis* sujiplcniuntal ruling wliich 1 ani inakmg tlns 
inorniiig Wu Wa>ud upon statonionts of counsd willi thc *-anio 
fi,nv and uflYul as if tlić facts sut fortli Wy counscl to tlić 
Court w ero umlcr oatW? 

Mr. Shaw: Yos. 

Tlić Court: ls that agrecablo? 

Mr. l.iUauk: Tliat is .imijilctcly agrocablo to us. 

The Court: We will treat that as a slipulation on thc 
rocord in order to sliorliircuit thc ncccwily of presenting 
aflidavits. 
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Now, ennii ’3 on tlio suhstnntntivo incrits— 

Mr. Shaw: May 1 sit clown? 

The Court : Ycs, M r. Sli nw. 

Il is my (li.-tinct rccollection tliat in my opinio? f ev- 
plicitl\ and c.yprcssly disctisscd tlic* prohlom of fjoo^raphi- 
cal rostrictions. I oyplicitly u>ed lanyuago sayimr flint tlio 
dcfcndant is rcsfraincd from imposiii" any nnlawfnl re- 
strainl or intcrforenee witli thc plaintiiT or nny unia w ful 
recjuiremonts or lernis or conditions, to use tlić lamruaęc 
ot thc coinplaiut. T lic decretal proridon containcd in my 
ojłinion is alinost a vorhatiin adaptatinn of (In* hmęuaęc 
containcd in Mr. Litrach’s proposcd order and of tlio lan- 
ilasto containcd in Sodion ^ II of thc coinplaiut, which 
usos thc samo lanjjuaifc. 

In \ iew of nil ot thc circumstnncos and cousiderint*; thc 
rocord as a wholo, thc Court hcreby rules that thc injunc- 
tion order restrains thc dofendant from refusing to dclivor 
mcrchamliso to thc plaintiiT in California. that bcin~ tlio 
o;i!y stale spocificully in issue hoforc thc Court tliis morn- 
in ó- I v "ity ol reasoniiii;, (his hoinjr dictum, I wouhl 

ajiply thc samo rulinu with rcjjard to any ot hor stale should 
thc same sitnalion without nny materiał differenoes of fact 
ho presented to thc Court. 

f\ow ( w hal 1 havo just said with i'ospoot to aroas othor 
than California is simply anticipatory, hut I trust it may 
serve as a f-nidelino for eomisel and thc partios. The Court’s 
stntomonl from thc honch oonstitntcs a mliii-and an order. 

So orderod. 

Mr. I<itvak: Your Honor, may 1 raiso ono othor matter? 
It \von't lahe much linie. 

1 l.is i-, a matter ot proceduro. M o havc tucountered_ 

I ani afrai.l we may encounter moro- preliminary prohlcins 
invoi\in.r distovory wliieh ess,.'iitially arise> out of tln* in- 
terprcl.il ion of your l!nm.r’s order. 1 wonder if it wouhl 
ho possiMc as a m it!, i of >:i\im* the Courfs ti*ne aud cn- 
erpy, il v e eould, wica and if we do nocd any i uliii*-.-.. which 
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1 ani nfraid wc may, apply dircotly to Ilu? Court through 
your JIonorY clork rat hor tłum going through tho nmlion 
part clork and fding motions clown thore, wliicli inny ho re- 
f er rod !o your Honor anyway ? 

The Court: You aro fatniliar willi tlić Unie '2 proceduro 

Mr. LiUr.ck: Yos, your Honor. 

Tlić Court: -wlioroby a Jud go may ho assignod to 

a casc for all purposc*. I ani not a Kulo 2 Judgo in this ca^c 
nor am I sooking to bo designated as tlio Kulo 2 Judgo. 1 
havo olhor mat tera that occupy my timo. So that I do not 
want to use this occusiou for nssuming powers and rosp.on- 
sibililios in this raso wliicli sliould moro probably bo (boso 
of a Kulo 2 Judgo. 

The only roason 1 hoard this npplication this moniing 
was that Mr. Shaw’s lottor of Fobruary 17, 1!)GP, indioatod 
tiui i this dciii v.i!:. n *uatt°r of intorprotinf my opinion 
and order and only that, and 1 lYlt that as a mai i o. of 
courtcsy to counsol and in tho intorost of $aving timo 1 wor.ld 
not ruise any qnostion as to tho soopo of my jnrisdiction 
undor Kulo 2. But sińce it looks liko this may blossom out 
into a fnll-flodgod piece of litigation with all of tho usual 
anoillary and intorlocutory and protrial procoodings ii may 
woli ho that counsol, if so advisod, may dc.dio to considor 
the foasihility of haviug a Kulo 2 Judgo assigiied, hut noth- 
ing 1 baco said constitutos an c.\prc?sion o!‘ any viows or 
nuy intimation of any views as to my being designated hv 
tho Chief Judgo for th.it purposo. In othor words, I am not 
nnsworing your qno>tiiins, Mr. I.iteaok. 

Mr. ).itvaok: Tbank you, your Honor. 

Mr. Shaw: Thank you vory much. 
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SCM CORPORATION : 

V. : CIVIL NO. 15,807 

XEROX CORPORATION : 


PRE-TRIAL RULING NO. 5 


In the continuing flood of motions that threatens 
to drown this litigation, plaintiff has filed two motions 
conceming the timing of discovery on the severed issues of 
patent validity and infringement. See Memorandum of Decision 
on Plaintiff's Motion for Severance of Issues, January 3, 
1974. While margin endorsemenf of the motions would not be 
inappropriate, a disturbing aspect of plaintiffs position 
warrants some discussion, understanding of which requires 
brief recapitulation. 

SCM filed its original complaint on July 31, 1973. 
Paragraph 176 alleged that Xerox's Middleton-Reynolds '006 
patent "is invalid and unenforceable, and was procured by 
fraud. ..." The same allegation was repeated in paragraph 


65 of SCM's amended complaint, filed Noyember 2, 1973, with 
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elaboration r.s to the grounds of invalidity. Xerox's answer 
included a counterclaim that charged SCH with infringement of 
the *006 patent. On January 3, 1974, this Ccurt ruled, in 
response to a motion by SCM, that proceedings with respect to 
the severed issues of validity and infringement of patents 
including the '006 patent would not be stayed "for reasons 
previously set forth with respect to identical contentions in 
the Litton-Xerox litigation." Civil Nos. 15,136, 15,137, 
15,705. Prior to that ruling, the parties had submitted to 
the Court a stipulation providing that SCM's time within 
which to object, answer or otherwise plead to Xerox's Second 
Request for Documents, and lnterrogatories 1-32, which were 
served December 3, 1973, would be extended until thirty days 
after this Court decided SCM's motion for a stay of pro¬ 
ceedings with respect to the patent validity and infringement 
issues. That stipulation was endorsed "So ordered" and filed 
on January 11, 1974. With the filing of this Court's denial 
of SCM's motion for a stay on January 3, 1974, the time period 
for the thirty-day extension commenced. SCM has now moved 
(a) for a rehearing of this Court's decision denying a stay 
of proceedings with respect to the severed patent validity 
and infringement issues, the rehearing roquest being limited 
to the '006 patent, and (b) for an additional thirty days, 
until March 3, 1974, to object, answer or otherwise plead to 
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Xerox's Second Reąuest for Documents, and Xerox's Interrog- 

atories, which all relate to the severed issues. 

The unusual aspect of these motions is SCM's claim 

that it is required to "engage additional patent counsel to 

help shoulder the burden of litigating the severed patent 

issues. . . (Kaye affidavit of January 22, 1974, % 4). 

This claim is amplified in Attomey Kaye's letter of February 

6, 1974, to this Court and counsel stating the following: 

"Since I was the only trial attomey among 
SCM's outside counsel or its inside counsel 
with prior experience in patent infringement 
litigation, it was incumbent after Your 
Honor's decision of January 3rd, and in vicw 
of my over-all responsibility with respect 
to trial proceedings in this action, that 
SCM engage additional patent counsel besides 
myself to work on the severed but not stayed 
patent matters." 

It is thus apparent that SCM filed in this Court a 
lawsuit alleging not only patent invalidity but fraudulent 
patent procurement without having engaged sufficient counsel 
to prepare such a case for trial. Apparently the SCM legał 
forces include sufficient personnel to assess a patent's 
validity and to inspect a file wrapper sufficiently to advise 
a client to bring suit. Whether counsel with time and 
expertise to handle such tasks, requiring detailed knowledge 
of patent law and of the risks of litigation, are unable to 
respond to discovery requests is a matter for some speculation. 





E 578 

Pre-Trial RuJing No. 5 

But by SCM's own claim, it filed the suit without retaining 
counsel it considered necessary to a proper preparation of 
the patent issues for trial. 

Perhaps this was done in the expectation that the 
patent issues would be severed and stayed. SCM did indicate 
in paragraph 181 of its original complaint that it would seek 
to accomplish that result. Nevertheless, this Court does not 
lightly countenance a party's filing of a lawsuit without 
retaining whatever counsel are needed for the preparation of 
the litigation, simply in the hope that the Court will agree 
with the plaintiff 1 s proposed timetable. Whether a courtroora 
specialist may be later retained for the actual trial is 
another matter. The district courts, already overburdened 
with a constantly increasing caseload, are open for the con- 
duct of litigation, not gamesmanship. With this in mind, the 
merits of the two motions can be considered. 

In urging reconsideration of its request that pro- 
ceedings with respect to the *006 patent be stayed, SCM con- 
tends that its claim is in fact not identical with the 
similar contentions madę in the Xerox-Litton litigation. In 
that litigation, Xerox, a plaintiff initiating its own suit 
for infringement of its patents, sought severance and a stay 
of proceedings with respect to defendant 1 s antitrust counter- 
claims. Here, SCM, a plaintiff initiating its own antitrust 
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suit which includes its own claim for a declaration of patent 
invalidity, seeks a stay as to issues that it has brought into 
Court for determinatlon. As SCM points out, the claims for a 
stay in the two cases are not precisely identical; in fact, 
the SCM claim is somewhat less meritorious. In Xerox-Litton, 
plaintiff sought to stay discovery of issues that defendant 
injected into the lawsuit, Here, plaintiff wants to stay 
discovery on an issue on which it brought suit. SCM was not 
compelled to sue Xerox on a claim of patent invalidity. This 
is not a protective action filed to toll a statute of limita- 
tions while the plaintiff litigates elsewhere under a risk of 
dismissal for lack of jurisdiction. Nor is patent invalidity 
a claim required to be joined with SCM's antitrust and patent 
misuse claims. If SCM was not prepared to litigate its claim 
of patent invalidity, it should not have invoked the juris¬ 
diction of this Court to adjudicate that claim. 

SCM is quite correct in urging that its request for 
a stay, unlike Xerox's request in Xerox-Litton, implicates 
the Blondcr-Tongue doctrine.-^ As SCM points out, it will be 
able to assert collateral estoppel in the event the '006 patent 
is declared invalid in litigation currently pending in the 

J_/ m onder-Tonguc Laboratories, Inc. v. Uniyersity of Illinois 
Foundation, 402 U.S. 313 (1972). 
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Southern District of New York. But, that principle was known 
to SCM's present counsel before SCM filed this suit. If SCM 
expects a favorable outcome in the New York litigation, it 
need not have started litigation here. If it does litigate 
here, it should expect to ready the case for trial. 

Once discovery in this case has been completed, 
there may be merit in delaying trial of the patent validity 
issues if the same issues are about to be decided in the New 
York litigation. That was the situation that confronted the 
district court in Filtrol Corporation v. Kelleher . 467 F.2d 
242 (9th Cir. 1972). With the issue of patent validity sub 
-i udice in another district, the court proceeded to trial only 
on infringement issues, deferring trial of issues of validity 
of the same patent. Neither party in Filtro. was permitted 
to stay preparation of the validity issues for trial. 

SCM's request for an additional thirty days to 
respond to Xerox's discovery on the patent issues is not 
unreasonable, especially in view of the extensions of time it 

has accorded Xerox to respond to SCM's discovery on the anti- 
trust issues. Frankly, the Court is not impressed with SCM's 
contention that it needs the extra thirty days because it 
retained patent counsel only after finding out that its 
expectation of a stay of all proceedings with respect to the 
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patent issues was disappointed. However, having miscalculated, 
SCM will not be denied the additional thirty days, or what is 
now left of that period, because of its candor in disclosing 
its unexpected need for additional eounsel. Hopefully, the 
additional thirty days will be used to prepare a morę con- 
structive response than SCM's total objection to all of 
Xerox's First Request to Produce Documents. 

Accordingly, plaintiffs motion for rehearing of 
its reąuest to stay proceedings with respect to issues con- 
ceming the validity and enforceability of the Middleton- 
Reynolds '006 patent is denied, and plaintiffs motitm for an 
extension of time until March 3, 1974, to object, answer or 
otherwise plead to defendant's Interrogatories and Second 
Request for Documents is granted. 


Dated at Hartford, Connecticut, this day of 


February, 1974. 




Jon 0. Newman 
United States District 


Judge 







E 582 


[This page left blank intentionally] 





E 583 

PROCEEDINGS OF MARCH 6, 1974 


r .: -ir.. łtases mptmi r counr 

FC.t Ti:.i r>7Sj'KTCT OF CWJMECTICUT 

% 

__ x 

i 

te* co k;-o rat ion , 

> 

Flnlntlff, 

i 

VS. Civil Actfon No. ID 

t 

XI i;OX COFP?RATIOM, 

t 

D„'fcr.dant. 

» 

. X 

t ... . ’ 

• V» •!.!< Wlłf 

March 6, 1974 


B f» f o r si 

Hon. JON 0. NEWMAN, O.S.D.J. 


Hourlr.g on J.ocal Icsu.ja ConcomJ.ng Flnlnti 
Mofcion fnr r. Frclltzlnary Inji?nction 






E 584 


ProceedingB of Maroh 6, 1974 


p p s ;> r j r c c ii: 
rp;- * V PJ Jrt*r f fCt 

!!'>: i tr.-:.. vr>, rrr, corxs \,nd mendeleci:*! 

300 r ark AVcnue 

Naw York, New York 10022 

By: fTiirn. N KACI'UW KAYE, Es a. , ol' Coun>:.<..\ 

Ketcrs. WIDETT and Wi.DJ.TT 
100 I0'd.’rt 1 SLr*rt 
Do3tor., .".a:;sQChu^ 02110 

Hy: JE KOMĘ COYKIN, Esej., of Cc\Jk30l 

i 

Kcnars. JACCin, JACCDr. r.nd Gr.UDDEI.G 
207 Orar< t> Strt.t t 
Mew Havr*n, Connecticut 

By: IRA D. GIWDiłEKG, And 

DAVID L. CELT, E-,q,, of Cooncel 

i y „ tt’ L tjj ‘!u tt h ; 

MfiBOlS. KAYF., SCIIGLER, FIERMAN, HAYS and U7i'IDLEF: 

425 Kark ;.Venuo 

Ngw York, New York 10G22 

By: STANLEY D. R031.'130H f and 

MICH.MIL MALINA, rrq., of Counael 

Mcsnrc. KENYOII and KFNYON, REILLY, CARR and CHAT IN 
59 flcJc. 1 -’: Lena 
Naw York, Naw York 10038 

By ROBERT !>. FUR, E.'jq. , ol CounGCl 

M jf-rr.. CHMNIJCS enc! i-CCKWOOD 
1 At i. • .! r Six-'- < . 

Star.lo’ 3 , Conti-•*•>. i.’uc 0 C 'J 0 4 

by: JOTN )'. f.r iNDLER, Baq. , of Counacl 


r 











E 585 

Proceeding8 of March 6, 1974 


3 


| 


1 


3 


i 

t 


5 !I 

ć ll 

£ i! 

9 

ic : 
n 
12 
13 l| 


i 


14 


15 


16 

li 

i? :i 


18 
19 

w |i 

i| 

23 jl 

!; 

24 i 


Cou.rt Mr. 
iirnci?cr, 


KR, SPTf.TU T :R: I would like tc intrcduce to the 
Mfch^l Mal 4 na of Koye, Scholer, Fiorman, Hays 
who will tc sitting counsel tablc with Mr. 


ano 


Robineon. 


' Mr., r.OPIunoiłs May it please the Court 
your Honor this nornir.g ir. the legał sufficicncy 
reguest for a prelininary injunction. 


* the issue 
of CCM's 


Lc ; 


As the Court put it in its order of January 3ró, 
Xorox is challenging SCM's rotion on the ground that SCM has 


i 

i 

! 

i 




failed to state a claim upon which roliof can be granted insofar 
as it's seeking opocific preliminary injunctive relief here. 


It is Xcrox's position that SCM i B not ontitlod 
to a preiiminery injunction as a matter of law, and that it 
would be an uttcr waste of tire for the Court and parties to go ! 
through a hcaring, the outcome of which is a foregone 
conclusion, 

We rccogntze, your Honor, chat the procedurę 
which you havc parmitted us to follcw hero is sonewhat 
unorthodox. Oróinarily, the plaintiff nakcs a motlon for 

| 

i 

a proli'ninnry injunction and the defendant contests it, both ca 

I 

the fncts and the law, Hero, on the othor hand, we are procecding 
nt th i £ stage on tho legał front alone. That i 3 because, we su!)*-. I1, 
iegal infirmitie.ł of SC Ts motion are sclf-apparent. 


? J ji 


'i’o put it ano the r we y, the unusual nnture cf t • i rs 
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4 ! 

procceding is the product of what I can oniy doscribc as a 
rosi; cnuL.ur.1 rr.ti.on for prelininary relief. 

! 

In the typical ca&e, when a plair.tif f seek..- ... 

i 

extraordinary- renedy of a prelirinary injunction — a rc K.cCy 
which suojects tho uofenuant to judicial restraint prior to 
plenary adjudication of any wrongdoing — there i 3 sono urgency 
eibout the ir.atter. Tho plaintiff haon't sat around for a de ca do 
only to awaken 3uddenly to the rcalization that he is being 

I 

. I 

irreparabły injured by the defendanfs conduct. In addition, 

1 

• * j 

tho plaintiff knows 3pecifically what kind of relief he wants, 
and ho ccmos into Court and tell3 the Judge and his adversary 
specifically what it is that he thinks he needs by way of eoui ctblo 
intorvention, to avoid grievous injury during the pendency of 

I 

the litgation. He does not improvi3e as he goes along, piling j 
afterthought upon afterthought in a dasparate effort to hit upon j 

I 

soir.o form of relief to which he mety be entitled. 7\nd there ir, 

I 

sonicthing special about hia plight to dintinguish him fron 
tho ordinary litigant. 

i 

* i 

SCM ia clearly atypical. It is not in dire rr.od; i 
it io not in any need at all as far as interim relief is 
concemed. I don't mean to suggest that SCM doesn't want j 
preliminary injur.ction; but it wanta it for an extraneous 
roor.on — not for the relief that it may obtain pondonte lii'!, 
but for tho advisory opinion that it hopea to recoive front •, . u; 
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ho. or with ..piet 


_ i 


u'. Li; 


f.o tho i i kol ił« cod of i to succosn on thi; 

I think j ;-i>r honor rjot sc vi flovor of •! 


i 

I 


V.*. o u i-ai t ici i ł.rj,t discumcd thin ojestion of prelin.ii. 
relief in youv charofcero. At that tine, Mr. Kayo, in a no., r. 
cf totol canćor, iadicated that the SCM monagement desirc.c! nucn i 
prnlind nary dotonni nation in order to ć^cide whether to makr 

i 

certain aćditional Capital commitment3 in tho copier fiold. 

Ibat, I aubmit, ia a plair. misuoe of tho officc of a prol J r in .‘.ry 
injunction. 

I 

While I an on the subject of the likolihood of 
succoso *— a quostion not prescntly before your Honor becanr.e 
of the ur.usual proeodoral posturo of thls rnattor — I wowld ijV, 3 


14 

15 

16 

17 

18 
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19 ! 

. | 

20 j! 
I| 

21 
22 

23 

24 

!1 II 


to pay to reet any notion that Xcrox stands before you an a 

J 

proauitod violator of the antitrust laws. Since Xerox hn 3 ett;ckc-i 

i 

the legał sufficiency of SCM‘s motion, SCM argusa that the 

i 

Court muot aesune that "the ultinate adjudication . . . will bo 

I 

in SCM 1 *! favor" — 

T11E COURTi I auspact that* s junt a acnantic 
cUr.puto on that point. At least, I think that*s all thnt i-i 
irvolvod. l don*t think they are asking no to aay for al) 
purpoaco Xorox should be osaunedto be in violetion, but they 
aro ankjng nu to sny that for purponea of considering yo>;i 

i 

legał objection to thof.r notion J should nasunę. it» baonu: »: w’ic.i 

i 

you’re aaying ia that evcm if they are right on tho faet.' ot I 
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violation, they don't get a preliminary injunction. So they 
w Ant ma to aocu :.:2 it for tho limited purposo of dociding 

! 

the legał sutficicncy of their claim to a preliminary injunc t L<.;-^ 

at leaot, tiat's what I undorstand the assumption to be. 

, 

MR. R013INS0M: LG^-sne make a distinction, your Honor, i 




There is a difference between assuming, for purposes of the 

\ 

motion, thet the defendant has viv>lated the antitrust laws. 

THE COURT: It's not even for purposes of the noticn, 

it's for purposes of getting over the legał obstacle to the 

. • | 

motion that you are now tendoring. It's a rathcr limited 
assumption. 

MR. RODINSOU: Even that United assumption is incorroct, 

i 

and I would like to explain the distinction. It is incorrect to | 
assume that for this limited purpose of whether the relief is 
legally daficient, the Court should taks the view that Xerox 
ha 9 violated the antitrust laws. The demurrer, or the motion 

• . I 

, I 

to dismiss, if you will, entitlo3 your Honor to nako an assurptum, 

I 

but it is this assumption, that there is a reasonable prospoct 
that if a preliminary injunction hearing wero granted, the 
Coort. would nay there is enough bofore me to say that there is 
a likelihood of success on the merits, not that Xerox has 
violatod the antitrust laws. Thoro is a big distinction bct.wcen 
the detcmination that a court of equity makes on a preliminary 
injunction hoaring with respoct to the lssue of violation and 


/ 
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flnding oi a or-isumphion that the dotcudunt hes 
ar.t j.truit 1 


vio!ated the 
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That rray coune liku a coaaiitic diii o:,mcc 

you, but I thirk that it is a very roal difference, and v*h. i 

% 

vo are eaying to you hcre is, assuioe that i£ you lic lei your 
preliminary injunction hearing.. when you camc to tho first 
elenjnt ycu would find, nrguendo, that theic is a rcasonablc 
proapect or aubctantial lihelihcod that RCM wou?d ont.iblish 
upon a trial that Xerox has violated the antitrunt lawn. 

We say there is no purpose in going through that, 
that trauraa, frankly, becau3e of these other legał infirnltica 
in the preliruinary injunctive rcliof r.iotion that — 

THE COURT: You're aistinguinhing between the 
preliininary injunction standard of probability of succcłst, 
rather than proven succesn at themerits? 

MR. ROEinsoN; Correct. 

THE COURT: Woli, I'm not surę they aro not cntitle'1 
to ark re to CT3uine a littlo noro than that, becaur.c* while 
in a traditional preliminary injunction n.atter probabilit / o: 
succauo would be enougii to the cxtent that the ireritu were 
involvod, that. would, of course, bo the standard, but that 
docsn't nean that on a prcliminary injunction the piaintilt 
wou.ldn't, in fact, show not nerely a probability oi' succcm ., 
but perhaps tho certa!aty oi succous, and thoro cortaini^ 
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li 

2 li bden hearlngs whcro a court di Cu'z stop at the probability 


lovol / but went ahoad or.d na do a finuing. 


».j 0 v; # i ani not cuggesting that would bind Xero::, 


but when they in meeting your legał objection want to say 


6 , to ro that it juot is not so that no set of facts would warrent 


7 i relief, I don't think thoy have to stop at the threshold of 


8 I probability of succoos. They ars entitled to como in and say: 


9 j! «« «n make such an overwhelming showing of suocess and we aro 


preparod to, that you shouldn’t deny us that chanco at the 


11 j outset, and I think thafs what they want me to assune thoy 


12 I can do and not settla for the probability of succens standard. 


Mn. P.ODI!JSC:is Your Honor, ia a cot?lux t.eufpolii..t-i.oa 


14 li suit, I don't sce how they could conceivably make such a show.ng | 


15 || on a motion for. a preliminary injunction — if it wera truły a 

16 |i irotion for a preliminary injunction, if it werc distingui-. 


17 !i from a fuli hearing after extensive discovery on both sides 


13 1 where we, as well as SCM, had been in a position to put our 


19 " bost foot forward, I think that we arc within the fraiaework 


20 |i horo of a traditional :rotion for a preliminary injunction and 


21 11 not a telcscoped hearing, if you will, which con^erts the preliminary 


2? injunction proceeding into, in effect, a trial on che n>erit., ( 

i • 


,3 ! wl d lt woula only be if you hed the lettcr type o£ r roceedir..j 


24 I* that I tttłnk that you would be in a position to rulc to a 

li 


25 ij -legał certainty*’ that there was a violation of the law. 


jt 
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2 j‘ ' Tl Ib COURT: You set*, then the point is a little 

!' i 

f’i flo) ■ nL. Then you aro saying I shouldn't ac n u" a whut 

. Lh-.y say tkey ccn pruvo bocauce it's juot inconcuivcJjle that : 

I, 

5 i could co it, but that'3 a little diffurant fron snying I ought 


{’ 

6 i; 
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8 
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10 
11 
12 


II 
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. i 

il 
li 

17 
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19 


20 'I 

21 ,1 

I! 

22 il 
j| 

2o ; 


24 ; 


net to a.nsumu it. 

i 

. i 

MR. RODJMSOU: It does seem to me that where we aro 
warrantad in taking the critcria that the courts have laid 
down for pralir.inary injunctions and saying there are 
rcvar.al criteria, and as to the first, wa will pa9S bccause 
they can' t como within the second, third, whatever it i9, and 
no court phrase 3 the standard for prelininary injunctive relief 
on the first leg in terms of leq*l certainty. 

I 

THE COURT: I quita agree with that view of it, but 

i 

that’a — when you say no court does that, that's a court that 
has got a record in front of it as to whether it ought to grant 

I 

a preliminary injunction. You are saying I ought not to 
ansamble that record, and in respon3e to that they say: woli, 
then, if you are not going to — if you are going to decido 
whether to ar.scmblc the record, at least as cumę that wo hav\* 
nade the record we say wo can niako beforo you deny us the chance 
to do i t. 

i 

MR. ROD IMSOU : It seenc to ne that SCM would ba snying 

to your Honor that: tho record that we can make here lr. that thoie 

I 

i s i reasonuble likelihood of cuccess on the nerits. I der.' t 
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bolicvc that f hcy are going to bu/ the furthor burdon of soyiny 
thcy ccn prnve to a legał certainty fchat we have violated t! ^ 

j 

!>-»/ on j irotlon *Vi a prcl j ni nary irjunction, but in my r 
l«t po juat tyli your I.*onor that you can rost aasurcd that ii 
you wcrc to hcid c. hearing on SCM*c r.otion, you would be 
confrcnted wlth a plethora of evidence by Xerox to negate the cl^im 
of Ulegali ty, so I think if we arc going to hołd a hearing, 
that point i3 going to be completely academic. 

Uhat we aro etploring here this morning is 

' 

whether or not we havc* to hołd a hearing or whether it's going to 
be an essay in futility. We sny it's going to be an cssay in 
futility. Tharc can't be any legitimate doubt. that the standard 

applicable on an application for preliminary relief is the one that 

| 

the Second Circuit expressed in tho Checker Motors case, which j 
is cited Page 6 of our opening brief, "The purpose of a 

. i 

preliminary injunction is to maintain the status quo pending a 
finał deternination of the merits. It will not be grantad 

except upon a elear showing of probable success and possible 

* 

irreporable injury." 

Addrossing rr.ysolf firut, therefore, to the 
status quo roquiremnnt, the casen aro legion that a preliminary 
inj unction is designed to do one of two things — either to 
prei:ervo the relationshlp between the partio3 as of the 
conuncnccmcnt of suit or to restoru conditions to their last 
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"O • atoctcd status. 7nd the 
jra -’y i. iy not ta 
m<*.w statuo wnich it has novi: 

• iiO v/, nil of the 


ccx*ollery of that prcpoóitior. 
utlliued to eonfer u; on a p 
r prouiously enjoyed. 
prolininary relief souyht 1 • 


SCI in ito origiiial and amen de d complaintc — includmg A t o 
rc iuostc for patent liccnses and access to Xerox’s futuro, 
piano — would ba barrod by this principle. 


i 

i 

I 


i 


Uh ile £CII gucirrcln with our vicw of the law , i u 
corc3 up viriuaily er.pty-handed when it tr.ies to bolctcr it;; 

• i 

argument with leęal authority, and citos 3uveral casus , 

i 

! 

but all cxc«pt onu are inappcsi.to, as our reply brief demo; C. i to*.. 


pc/oć 3 tc ?, and I v/o.n’t go into a discuss.ion ca no by r-:r 

i 

tiiis norring. Courts of equity simply do not issue prelirln ry 

I 

injunctions in orclor to change the status quo. The one ta?a v»hien 
givos SCM ony comfort — the aecicion of the Philadelphia 
bistrict Court in the Hockey litigation — stands, I sufcmiL ; 

i 

i 

in splendid isolution, disregarcls the law in its own Circuit 

I 

a.ii should not be follc-./ed by your Honor. 

It ir. ca i to epoaront that SCM has misgivings 

i 

nbcut the strength of its legał position on the statua guo 
point. 

TTIJI COURT: liofore you leave the Hockey case, is theru 
anything ignoblo about wnat happoncd therc , waa tho injunct j< n 
appoaled? 
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MR. ROBINSON: No, thc case was settled. 

CT-URT: It was settled at that point? 

; uhat happunod was that Judgc lIiggenboL'.G/i 
isscad an inju.nctive bond which thc Uockcy Loague was unablo to 
satisfy, and thcn aftar a year thc casc was settled, just last | 


month. 


MH. K/YL: My only ctanding in that case — my 


undcrstanding is that the World Eockey League did put up the 
bond, this decision was about tow years ago, and that the 
case was settled just within the last three. weeks, some 
weeks before the case was to go to trial. WE can provlde 


nccurnte — 


THE COUP.T: hpparently, there was no appeai of the 
preliminarz' injunction and there was no finał adjudication of 
the merit3? 

MR. ROBINSON; That's correct. j 

If SCll didn t havc inisgivings about this 

I 

status quo obstacle, we wouldn't be treated to an ever-expanding 
list of post-anended comolaint prayors for additional 
prelimJ nary relief, such as injunctions against aeguisitions, 
cross-licensing agrcernent3, and the ultimate an injunction 
prohibiting any acta likely to violate the antitruat laws. Thia 
is nothlng moro nor less than a transparent effort by SCM to 
avoid the impact of tho statur, guo rule. Since theao eloventh 
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hour udditionai nrayers am not in the compln.lnt which is 
beforc your lloncr, you would be warrantod ln diarogarding 

*vr, it 1 'oesu't rrke nr.y dif fc-ronoo whether you tro.*t 


th-r. 


nr, properiy bu loro you oc not. And thafc bacauso, v;holly 
cip ar t tron thc status guo principle, CCM*g irotion is tc. taiły 
defective foi* another reason v/hich ruta ocross the er.tire 
spectrum of tho relief whicn it reguests — ECM's manifest 
inability to shw innediato and irreparable injury. I v;ould 
like to tum to thnt deponitive issue. 

THE COUP.T: I have sono inquiry on the status quo 
point, so if you plan to cofa back to it, I don't want to 
intorrupt your argument. 

MR. ROBTtJSOli I don't plan to cors back to it. 

THE COURT: What I'm wondering about the claimn 
madę on tho status quo argument i3 thia: you accept thu propos 
tion that the traditional rule is both u preocrving of the 
status quo and a restoring of the last uncontested position? 

MR. ROBINSON: Right. 

THE I'm not suro Judge Ilicrgenbottom vould 

think ho did anything abcrrationul, given Łhoro two v;nyr, ot lec 
at. the status ty jo . Ha sald he was prcaerving the status quo, 

I don't think he thought he was being fncetious about it. do 
dicln't tesli the one league to fumish a player to the other. 

In thet s*.*nse, ho d*dn't r.r/ to this new liaguo, you nc’ ciot 
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a player by mandate of the court that vou didn’L get befcro. 

I 

What ho sald to the defendant is: you can‘t go to court cvjx 
ycur contract. 

! 

MR. ROBINSON: You can't onforco your — 

* i 

THE COURT: You can't enforco your contract. t 

i 

MR. ROTINSON: You can't keep your playera. 

THE COURT: In a senso, I suppose lt could be 
argued that a rcstoring of the last uncontested position, j 

i 

becauae what the plaintiff is saying is that: wa want to go 
back to where we wora before the dispute arose procipitatcd 
by their developing a contract in restraint of trade. 

MR. ROBINSON: Before they wora — bifcre the dicp-te. 
arose, and I think that SCM and Xerox agree on this, was that 
they were under contract to the National Hockey teams and they 

I 

were obliged to play, if at all, for the National Hockey League. 

THE COURT: That may have been what the contract sald, 

i 

but the player then could jump, as many had, and risk a lawsuit. 
What the trial judgo said is: you can now jump and you may risk 
the lawsuit, but the lawsuit is not going to happen pending 
this lawsuit. It may happend at the end, and that's why ho 
roguired two and a half million dollar bond in cnso they 
won the lawsuit. Ho didn't abrogato t.he contract. Ile just snidi 
you can play for them pending the lawsuit, and I think ho 
thought he was restoring them to the last uncontested position. 
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Nov/, whai. I would wonder here is whothcr or nc r 
P*'Ct *• of !:h i - cl.- Ir. horo. It nay bc that — 

MU- FOJT. jO .: ’..M don 1 1 cv^n raach the status q r> 

point v:hon ii cc.: ca to, for eunnple, this poat-amended cor. ?>] r i 
proyor for nr» ?.ujunction aoainst, let's say, acąu.lsitiens 
of snything. 


THE COURT: I ur.dcrstana that difforent .Lter.s of 
thelr relief posc rather difforent issuos whon tsstcd by any 

i 

I 

viev of a statuo qoo standard. Certainly, when the/ cay: tern 
ovcr your report plans, it'g very hard to fit that fcto the 

ł 

trcćicional status quo argument. Now, when they say: don't 

i 

r»«fnrro your ront r--ct concoming employment. po 3 t-Xerox 
en.plcyr.ent by your eirployoes — 

MR. ROBIUSON: That's noot. 

* i 

THE COURT: I understand your argument ia that it's 
n.uot bocause you‘ro not going to enforce it, but as an 
illustration that's a lot closor to what Judge Higgenhottom did. 
The one that I urppor.c is the most contsntious in thic 
litigation is what to do about the patents. 

MR. RuBTNSON: your Honor, just to uso tho anproach u 
you june used, if it's a change in tho statua quo to turn ovcr 
our futuro plans to SCM, it is n change in tho status quo to 
turn cvor patonts to SC?1, which is a liccnsc. 


I 


THE COIJUT: Tho liconco might woli be vie*ed ei.a' 
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but apparently you takc tha vicw that n roquircr.ont that you 

» 

3 |j n ot. cr.forcc your j. r.tcnts ponding this lawsuit is on a sottu-w to.. 


4 dir .O';.v .'.t fcotir.g n^cyusr* you, indeod, cU&clain that you wi '• x 


- 1 do that. 

' • • I 

6 f:n. P.ODIIISOM: V?e sny that to provent us, to onjoin 

7 us frcm onforcing our patent9 ponding the lawsuit ia siir.ply V c j 

8 prohibitory obvcrco of granting a licenao penćenta lite becf.uuc. i 

9 it coroo down to the samo thing. A liconse pendent® lite tmarr. j 

10 that the llcensce is frco of litigation during the period of 

11 the license. 

12 THE COURT: Is it roally just the ob3erve? After 

13 ! all, if I were to get to the issue of granting — of ordering 

j I 

14 j pendente lito a license, I would be faced with all kinds of 

15 ' quosticna about tho tema of that license. Naturally, thcy 

. • 

16 jj would lik® it royalty free, but they concede that'a their 

17 first position, but not their laat posttion, and I would be 

18 faced with a whole lot of quo3tions aa to tho terma of the 

19 license. 

I | 

20 Iłów, tho obverae of saying thatyou cannot 

I ! 

21 enforco your patent during the lifo of the suit doosn't present j 

| 

22 1 any of thosa qucstions, it ainply saya that when thia suit is 

M 

23 ovor, within our lifetino, hopefully, if you win, if Xerox 

24 wina, you will tben havo the right to collect every dollar 

?6 of dar.ago for patentinfringement you would havo had if thia 
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' I, 
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cult lmd novcr boen fcrought, and if you loac and thc lor.ing 
hcr, somuthing to do with patont3, eiihsr on the iasue of the 
v. li cii ty cr rusu..o or othcr iasuua, thcn yon'ro not ooiag to 
co.l3.ect tho r >e duriagos. 
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It scorr.o to no, that while I undoratand your 

i 

point, eon cep tu o lly therc is rui opponite sida of tho coin 

i 

aapoct to nonenforcement of the patent and grant of a 

I 

licenae, but mechanically, it aaems to me it’s quite different ' 
cortainly, I don't have to develop any term 3 of a licenae 
if I toil you that you can enforce your patent. It simply jur,t 
puts all that on the shelf for the life of this lawsuit, and 

i 

ieavas thc ąuantification of dair.ages to the ond. 

MR. ROBINSON: I think we are concorned, though, not 
v.’ith the mochanlcs or form, but substance, and that'c why to tro 

I 

i^ terms of legał substance, thero is no difference between tho 

i 

license pendent lite and a temporary restraint against enforcing 
the patent. I think that, as far os Xerox is concemed, we 

wind up In the same position; aa far as SCM is concemed, they ' 

j 

wind up in the same pooition, and I don't bolievo that the 
muchanica of drafting the order from your lionor'o point of 
view is what would dotermine whether or not there is a chango 

i 

i 

or not a chango in thc statua quo. 

Tlili COURT: The notion of telling a defendant that th.iv 

i ’ 

c.u»’t enforce sono right durirnj l;hn eon we of a lawnuit is 
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1U I 

. . i 

not on a.lier* notion. 

'Iow, you aro guite right. th«t hac 1.1 u-, effc^tf • C 

t 

ccnvayin<“ ser rioht r,, but it vouldn‘t be tha lirst tirce, 

i 

I don't think, that a court praliminarily had told a defciu' . i 
* 

i 

fchey couldn't cntorca a document or an agreair.ant that they 
onćerstood was an enforceable agreement at tha outset of the 
litigation. 

MR. ROBINSON: Look at it this way, if tho licenec 
i3 granted', the rcoucst for the othar relief, the injunctivo 
roliof against eniorcement evaporates becau3e the license 
aispenses with the necessity for that, so it just seems to 
na yoj‘r<3 back where you 3tartod frorn. What you're dotng — one | 
way oi theother is granting them a permission. That's what it 
cor.ea down to, anythir.g else io a matter of forta. 

TliE COURT: If one is 30 in your view, junt the 
obvcrse cf the other, you apparently don't think you’re 
giving them a license when you agree that you won't bring o 
patent suit during the course of this lawGuit? 

KR. ROBINSON: We do. 

I 

T11E COURT: You do think you are? 

MR. ROBINSON: We do. 

THE COURT: Why are you so willing to do it if you ccii 
me that the prospcct of a license would bo so extraodinary? 




KR. 


i** ' T ' / h' ! • 

• >.*.<• 


Your Honor, the fact of the matter is 
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thAt we would hnvo no objcction to granting a Uceno* nendcnte 

i 


li 
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6 
7 
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lita on thc mctchlnos thct SCM w 
ot thlc C 2 r«o for piecLsely vho 
it'r thc fair cqulvalent of oar 
prollminary relief. 


i-i to market during tho rc:*.d 
r.iuson thet yc-ur litr.or 
unuertahing not to suo for 


i* 

I 


TKT! COURT: That cono*5 as sonvathinęf of a surpri.ie ♦o 
ma. I don't know if it's a rurpriae to the plaintiff. 

MR. R03INS0;i: I don't think it happena to Lo 

* » 

rcspor.sive to what the plaintiff has askod for. They have asked 

i 

for t«e kitchen aInk. I 

f 

I 

THE COURT: I know, but that doosn't mean they wouldn‘k 
be intere3t3d in the principal aapect of the plunbing. 

MR. ROBINSON: I roally think, your Honor, tliat 
the licensa pendente lite here ls the fair equivaler.t of our 
undortaking not to seek preliminary relief. 

THE COURT: You would be willing to grant — 

? 

MR. R03INS0M: On themachine, yea. I’m not talking 
about a licenoo under all of Xerox's patenta, I*m talking 
about a license under auch of Xerox's patenta as would be 
necossary to enable SCM to market whatever copicr it wants to 


market or to make whatover copier it wanto to make during the 
pcndency of thia lawauit. 

THE COURT: Whatkind of a liconso clo you have in 


25 ll mind? 
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r5t. HORIKSON: A nonexclu3ivo license to nake, uso 
and vcnd du^ing thc period of lawsuit with rcspect to any of the | 

i 

nachir.cs thr.t thov ruy want to manufacturc and market. 

i 

T1!F. COURT: At what ccmpensation? 

MR. ROBINSON: Reasonable royalty. I don't think 
that should ba a trerr.endou3 stumbling błock. The rangę is 
fairly narrow. Rresumably that ways would be determined if your 
Honor v:ere to order the issue of such a license. I can't 
belicvf- that your Honor would order royalty free license 

pendonte lite. I don't think SCM is serious in asking 

. 

for that. They are asking for — they are really recogniring 
vhac vnere a ieanonable royalty would bc fi.red and ultimatrly 
there night bea change in that if they were to succeed on the 
merits. I think oven if you were to succeed on merita, 
the likelihood of getting a royalty free liccnse is highly 

• ł 

remote. 

THE COURT: Weil, that may be something that the 

. 

partics want to e::plore. I don't suggest it's a conplete answer 
to the plaintiffs claim, but it seerns to be a principal 
a3pect of their claim for temporary relief. 

MR. ROBINSON: Frankly, I thought that it was the guts 

' . 

of their claim for temporary relief when we were in your Honor*s 

i. 

chnmbors, and we were talking about the relief asked for in a 
specific document. A complaint before the Court; then, of 
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?1 


| c.our 3 o, sińce that we have had the ever-expandi.ng demands, buf. 1 

!' would c ? rcc you that given the r.ootness of tho ct p 1<v,, 

!' ' i 

c A '' ,fri ' cii.cn md the faet thit the patentn will not 

j. in th0 VMV o£ en y ^onufactur® or marketing during the pendcr.c 
of the lu./nuit, should and would havc wrapped up matters if 
they stcod in the posturę that they were originaily prasented I 
to tha Court under the original complaint that was fil«d. 

! Jt wa3 ln the amenćed complaint that we got tho reguest for 
futuro plans for the fir 3 t timo. 

! 

Turning to the issue of inunediate and 
irreparable injury, wheih we regard as dispesitivo, the Elbie her; 
is Gcction 16 of tho Clayton Act. That is the only baaio for a 
private party's obtaining equitablo relief of any kind under 

the ant.itru3t laws. The etatutory language is unequivocal_ 

a preliminary injunction in a private antitrust action may bc 

issued only upon "a showing that the danger of irroparablo loes 

* | 
or damage is immediate." 

« 

Apparently SCM doesn’t liko that statute. It much 
profar3 Gection 15 of the Clayton Act. The only trouble is 
that Gection 15 applies in equity actions brought by tho Uuifcod 
States Govemnont and not by private parties. Thero is no doubt 
riout tho fact that the Departnont of Justice doos not havo 
to provo irreparable injury in order to secure preliminary 
injunctive relief in aa antitruit casc. That*o bocauso Section , 
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2 i| 15 ; unlifcc Secticn 16, do «3 not imposo any such roquirencnt. 

3 SCM, of courr.c, would liko to equatc itself with the Department 

ii I 

4 i of Junticc. Iłów, it car. cal.1 iloc-lf a "private attornoy 

• i 

•i rcnoral" iron tcdc"' until Doomsday, but it still must satic.^ 

6 Section 16, and no court has ever hcld otherwise. 

7 SCII* s citation of theopinion of the Second 

8 ' Circuit in the Guif and Western case tak «3 it nowhere, sińce 

9 the Court of Appeals itself bottoned its decision "above all <& lso 

! i 

10 I on a finding of Jrreparable injury to A&P, the private suitor. 

i ■ i 

U ! We are perfectly content to rely upon'Judge Timbers' formulation 

12 j of the applicable rule in Gulf and Western* "We repeatedly have 

13 '! heJd that the two-fold reąuirement for a preliminary injunction 

u I' ig a demonstration of probability of success on the merita , 

, 

it i and a showing that irreparab3e harm will result if such relief 

■ 

1 6 ll is donied." 

I ‘ , i 

1? What SCM would like to do is to read the requirc- , 

13 j rr.ont of irroparable injury out of the statute and thereby 

! obliterate the diffcrence between the standards for preliminary | 
20 |i and permanent eguitable relief. But there is all the difference | 
,, in the world between what a private party must show in order to 

' •' J 

22 secure, before a trial on the morits, the extraordinary remedy o£ 

23 a preliminary injunction, and what he must show in order to 

I I 

'I obtain eąuitahlo relief after he has ostabli.ihcd a violation of 

ł| 

25 I, law at trial. Aftor trial, it auffices to prove — in the 
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lunguage of tho statuto that the plaintif? \c "threatcn**d 
with lor-; or dr.mago." Dofora trir.l, it is nocossary to chow 

Lh-1 thr. tV.ro.-;!:-; -rd loss or d.-rn.-g » I 3 "ir.^aći ńt/j” and 

"irrop-.rablc." Vhi.ii is a distinction that Congrcsr hnilt into 
the statuto itsclf. .Ml you havo to do is reod it. And no 
court hor ever road it to diaponse with the ncces3ity of showinę, 
irreparaLle injury on a motion for a preliirinary ir.junction by a 
private party. That, your Honor, iś absolutoly bedrock law. 

In an effort to avoid tho irroparable inlury 
barrier, SCM advances a variant of it 3 "private attorney generał 
argument. Even if SCM does not stand in the same ahoe 3 as the 
Department of Justice — the argument runs — SCM can still goi 
a pi-eliminary injunotion if it make3 out a sufficiently strong 
case as to its likolihood of succeaa on the merits. 

The Dc Laurentis case, from which SCM would 
deduce such a rule, holds no such thing. Wholly apart from thc 
fact that De Laurentis was not an antitrust case, and therofore 
the plaintiff did not havo to natisfy the explicit mandate of 
Caction 16 of the Clayton Act, the fact of the natter is that 
irraparablo damage was proved to thc hilt in that case and the 
Second Circuit specifically so found. 

If De Laurentis had held that a strong showing 
of likcly succesa on the merits obviated thc noed for 
cstablishing irroparable injury, tV.e case would be do ad yrnng 
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| 

| 

and flatly inconuirtent with what the United States Supremo 
Court stated cnlv a few weeks ago. That ca3e vms Samp3on 
r.r'.:inst Mur r< y, dcci Cul on Fcfcrur.ry IDth and it'*: ropcrtcd 
<2 U.S. I.aw Wr.ek at Pc.gu 4221. For the convoniencc of thc u 
I would liko to band up n copy. I havc already given a copy tc 

I 

Tir. Kaye. I would like to direct your Honor's attcation to 

l 

footnoto f>3 at page 42 30, v;here Justice Kehnąuist makes elear thu 

• I 

these two isnuos, likslihood of success on merita and 

i 

irreparable injury,. must be treated ceparotely. What happoncd 
was that the defenuant failod to produca a key witness unćei its 
control. The teatimony of that key witness was relevant 
to the issue of likelihood of success. This failure was 

i 

held to justify the resolution of that i3sue in the plaintiifs 
favor. J.ot na now quote the salient portion of the paasage: 

I 

It's the very lact sentence: 

"While the District Court may well havc baon 

i 

entitled to resolve that issue — likelihocd of success -- 
aqain 3 t the Oovernncnt at that atage of the proceeding, this 

I 

conclusion in no wuy dispensos with the nccessity for a 
conclusion that irreparable injury will occur, sir.ee that is a i 
3 eparato issue that must be proved to thc satisfuction of the 
Court by the person seeking equitable relief." 

Whcn all is said and done, SCM does not ci te a 


ii 


single cai.c (nr.titrurt or othcrwir.e) in which a praliminnry 
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inlunction was issued at the behcst of a private party ahsent 
a showing of irrnparuble injury. And it i s on that po*nt,yc:r ’ 
honor, that SCM nu;.t loco as a rat tur of law. 

• IJhat is "irrop^rabie injury*'? One thing w a > :: r,v 
for surę. It is not present when the plaintiff nas an adeąuato 
reńiedy at law by wny of money dajnagcs. And that's what SCM 

l 

clearly has here. 

SCM does not conte3t the equitable doctrine that 

i 

a Freliminary injunction will not lie if thero is an adeauate 
remedy at law. I thorefore don't have to labor that point. 

What SCM says is that a plaintiff's damages in an antitrust case 

I 

arc uncertain and difficult to prove and, therefore. cannot 

i 

constitute an adeąuate remedy at law. 

The argument is demonctrably unsound. It provos 

I 

too much. If SCM is correct, the only time that money damages 
would be an adeąuate remedy at law would bo where the plaintiff 
seeks a liąuidated sum. And that would rule out every antitrust i 
case. Every private antitrust plaintiff would automatically 
satisfy the irreparable injury standard of SLction 16 3 imply 
becauso of the naturę of the damages which arc recoverable undor 
the antitrust laws. 

TUL COURT: Whnt about the convcrse of that argument, 
if tho availability of money damages, despite some uncertainty 
that attends their computation is enough to defcat their clain. 
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26 I 

i 

then, aren' t you in a po3ition of saying that the court of 

i 

cc:ui ty can ncv::r grant ogni tobie relief for a Lection 2 
violation? 

lin..* r.OhlWFOU: For Section 2 violntion? 

THL COURT: Yes. j 

MR. ROBIHSCW: I say that a court of eguity can gxant 
proliir.inary injunctive relief where a plaintiff comos in 
and shows that ho is going to 3uffer sore very unusual kind of 

injury which will not be conpensable by ir.onetary domaga a. 1 

' 

Now, if, for example — wa have the De Lauronttn 
casa itself, your Honor. It didn’t happen to be an antitrust 
raco, but I think it indicates the klrnl of injury which is 
irrcparable. Rccond Circuit roferred to it basically in terrn 
of damage to reputaticn, cradibility of the plaintiff befoio 
the public, and what happened there was that the plaintiff 
had davised a proces.s, a particular proccsn for motion picturo 
exhibiticn and had a contract with the defendant to use thn*. 
procrcs in conncction with tho prorotion of, I think the pictuic 
was called The Libie. There was a dispute nn to the meanino of j 
the contract and the plaintiff rade a motion to con.pal the 
cxhibition of that picture in accordance with the process that 

the plaintiff had dovicad. i 

Tho Court of Appeals held that prelimin.ary reiicfj 

was justified, that inuofar as tho losa of royaltios was w 





E 609 

Proceedinga of March 6, 1974 


27 


i 





6 

7 

8 
9 

10 i 

11 
12 

13 

14 

15 

16 |l 

17 

18 ! 

19 

20 
21 
22 I! 


23 

24 I! 

25 I' 


on that particular picture, that w aa money óanages and 

corr.-onsablo au Ł,uch, but that br.cuu.oo of thu tremenuous 


i 


fanfara that h^c» ftcco;. punicd this launching of a nu./ proce . , 

I 

that if the picturu were not shov;n in that -- by that procurr., 
the plaintiff, in effect, could kiss his business goodbye fo*.vcr 

and a day, because the public would lose confidence in the 

’ 

process, as such, and would never get off the ground and newr 
sec the light. of rlay. And for that reason, under those 

i 

extraordinary circumstancos, the court said it's appropriatc 
here to grant a prelininary injunction. 

Dut that's a far ery from saying that sorcebody 

I 

wno has been around as long as SCM has been allegcdly being 

I 

excluded from this business and being in the coated paper 

) 

business will be irreparably injured sirr.ply because it 

I 

doesn't get interim relief during the pendency of a lawsuit, and i 

I 

whilc we ara on thi3 question of Secti.on 2, sińce the questi.cn 

• I 

that your Honor put to me was Saction 2, rather than all antitrust 

I 

litigation in generał, I might say that it's singularly illuminnt- 
ing to me, at any ratę, that the United States Governnont, which 
doesn't nave to prove irreparable injury, ha3,to my knowlcdce, 
never obtain and even sought a preliminary injunction in the 

i 

monopolization case, and you might well ask yourself the 

I 

question: why doesn't it do that, all it has to do is prov« a j 

i 

reasonablc liknlihood of success on merits. and I think tha 
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i 3 becaur.e theso r.onopoliration caces arc po coir:ple>: that 
the r;ovormjnt racocnizcs that it's wastiny its time becaur-o if 
it ror.aa im.o c tort, it's goiny to ba met with ?. host of 
countervailing evidcnce anu documents, and the judge is not 
ęo.ing to bo in a porition to make that £avoroble ruling, so I 
think that is a very revealing thing and — 

TUL COURT: But thafs a tactical objection to the 
technique, not a question of legał insufficicney. 

MR. P.OD IN SON: Thafs right,they know they car.' t 
get it and, therefore, they don't waste their tiina making the 
motion, but I do think that there are special — 

TUL COURT: At the end of tho case, of course, injunc- 
tions are ccrronon and they are not rejected because there is the 
availability of a treblc damage measure of damages. 

MR. ROBINSON: Absolutely not, your Honor, thafs 
pezfectly true, the big differenca is that the defendant has had 
his day in court, he has been proven to be a wrongdoer after a 
fuli trial on merit3. At that point, money damage3 are 
recoverable and equitable relief is available under Section 16 
to prevent further threatened loss or damage, but there is — 


to come back to what I said before — a very sharp distinction 


between threatened loss or damage which is really a recurrenco 
| of the kind of injury that causcd moncy damages to be paid 

in the first place, and the kind of injury which is i Trepem' 1 o 




■ 



6 t TUL CDURT: Do you understanu those words to ref er to 

the fate of the plaintiff a3 an entity, or can they rofer to 
thc fate of łts venture into tho particular linę that it 
9 | reem*! to — in which it sceks to conpcte? 

I 

10 j MR. ROBINSON: I would say that you have to tako it 

. 

H li in tems of thc linę in which jt's coinpeting. I wouldn't bo 

i 

12 horo saying that if SCM can survive Lecause it's in the 

13 ; typewriter business, it can be obliteratcd in the copier field. 



14 but, you know, we are not talking about obliteration herc, wc 

15 | are talking about a company who has progressively gotten 

16 | itore heavily involved in the copier field, and coming back to 

17 ' Jir. Kaye's candid remark, wanta to get a judioial opinion, it*3 

18 an odda maker, in effect, is what he wanto to make of it, to 


IV I 1 let it know should it go ahead and make sonie norę investments 

II 

20 li in this field, what are tho chance3 , what do you think of 

|! 

21 |j our likelihood of tucceeding on the nrerits here? Wo are not 

22 talking ubout any company that's being driven to the wali. V.'o 

•i 

| 

23 are talking about a company that has alnost a Lillion dollars 

24 in salos and a half a billion — 

25 l TI.T COUrT: rhafa the entity — 
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MR. ROB I HI: OM: Y os, hut — that is the entity, hut 
yuu haVvi to lock at the entity also in torr.is of the uzt jets 
that it hns to put behind a projoct and the scrioueness wiek : 

it'r» cor.r.ittCd itr alf, ar.d thore is no — nobody hć-.n cot.:: i:.*- 

court haro and 3aid to your Honor, I have not scen any stacot.ent' 
that SCM is going to give up the ghost, if it dcccn't get 
preliminary injunctive relief. I have not seen anything like 
that. 


T1IE COURT: What they say they want, perhaps as you 

I 

indicatcd, not that they will be out of the blank papor 
copier field, but they will be irreparably injured in thelz 

I 

capacity to succossfully enter the field, If thufs cc, 

I 

wculd that be the type of irreparable and immediate dcmaga that ' 

i 

would be cognizable? 

MR. ROBINSON: Your Honor, what they are saying, it 
sccrnE to me, that their growth may be stunted if they are 
not givcn preliminary relief pendenta lito. To me, that's a 
e.uphemimn for saying that we will not r.iake as much money 
es we would otherwise make if we had preliminary injunctiro 
relief. I have difficulty even aeoiny that in terms of the 

I 

cpecific 9ix that they asked for, why it’a going to stunt Lhcir j 
growth, but the point that I'm -- and I'm going to como b.ick to 
tho cpecific prayers for relief at the rnd of my argument, but 
the point that I'm naking nov; is that damagen aro adeguato h 
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thoy aro compensable, ind that ia a diapositive iasue in thi 3 
car.e., and I thir.k :f I crn dcvslop tho argument a little ir.oi_* 
fully, I hopn to be ablo to persuade your Honor on that point, 
bocauno vh«n you rot right down ro it, the crurhing answer 
to SCM'a argur.cnt in prov.lćjd t>y the vory cancs which <t 

citC3 to support the propoaition that antitrust damages are 
uncertain in nnount. The Supreme Court han ropeatedly held 
that ths private treblo danage suitor, once the fact of 
injury ia establishod, need not prove his damages with 
certainty; ho nced only "mąko a just and rotisonablo estimatc. 
of tho damage3 based on rolovant data." That's tho language 
of tho Suprema Court in tho Bigelcw case, it'sthe cla 3 sic 


Co iniulu tiuli • 


How, it i3 beyond no how SCM can argue that 


nonoy damages are inadeguate because it cannot prove them with 
certainty in order to recovar — and, bear in nind, your Honor, 
recovcr not only single damages, but treble damages, to boot. 
That, by any rectoning, in norę than adeguate. 

I hope you will fcrgive ms if I appear to La 
laboring the obvioun, but this goos to the very heert of the 
legał deficioncy of SCM's prayer for pralintnary injunctive 
relief. Tho fact that SCM may not bo ablc to prove the 
am.ouiit of Its dn:aago3 with precisjon in no skin off SCM '3 
nosc. The unoortainty cor.oo out of the defondant '3 hide. I.et 
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me q\iote once again from Chiof Juatice Stone in the P.Łąe Iow ccr 

"The most eleneni-ary conceptions of justice cno 
pujlic pollcy lorułre thnt the wrongdoer shall fcscr the rir . ■ ■ 
the uncart&inty which his own wrongdoing has cractoć." 

In a nutrhell, the Suprero Court has given th* 
p.rivote party in a treblo darcage action special dispensation 
which eaaea his burden of proof on the issue of damayes and 
thercby facilitates his recovery. 

tlow, I have not heard SCM coms into court and 
say that it cannot comply with the Bigelow doctrine. SCM io 
not saying that it will be unable to provide the jury with a ju9 
and roasonablo estirate of its damages b.naed on relcvant data. 

7is a inatter of fact, Mr. Kaye told you precirely the contrary 
thrce months ago in this very courtroom when ho outlined, and 
I quote, "two ways that SCM can come in to prove damages." 

That was on Dacembar 7. 

Of course, it goe3 without saying that if SCM 
can provc it3 damages resulting from Xerox'g allcged monopoliri* 
tion up to the tine of the filing of the com.plaint , it can, ut 
the tina of trial, prove any additional damages that it mny 
hnv* sustainod during the pendcncy of the action. 

.‘Iow, this bringa rn to a fundainental miscorceptli 
tnąc parmeatoa SCM's entire approach to thir. ir.atto rof 
prolis.-.inary in;Juicti ve relief, l^slting that lt has hcen 
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arcluded 

a.) ox 'c c 


fron tho plain papci copier business by reason of 
Ilc;?d r irnopcliraticn, SCM arguc3 that cvcry day t\ * 


ł 

I 


I 


v .fi - ox i;» pen . coc* C Lo continuo i to ouppoocdly illrj.l cou.*. 
prsuuci ;'» furth**.r injury to SCM. Thin argument is cntircly ) 

the point. If SC?l's ciaim is woli founded, it will Lo cor.p;... 
in p-.oney danages for uny continuing injury during the pendency 
the litigation. What this conos down to is £CM's failure tr 
grasp the dictinction betwcon antitrust injury, which is 
compensable in damages, and what I tridd to indicats to yec.r 
Honor is a special type of inmediate and irreparable injury 


At 3. 

of 


I 

i 


I 


that is nccessary in ordor to obtain a preliminary ir.junction. 

Tbo kir.d rf continuing injury claim6d by SCM i 3 not 
irreparable within the meaning of the case law. Otherwiso, 

I 

every private party suing for treble damages, whero thore is 

a claim of continuing antitrust violation, would ipso facto be ; 

| 

ontitled to o preliminary injunction upon a showing of 
likelihood of succes 3 . 

I 

Apropos of what ismeant by "irreparable injury,"' 

I 

I am suro that your Honor will fce intorested in the recent 

discussion of that aubjcct by the United States Supremo Court 

in the SAmpson case which I ju3t handed up to you. 

• | 
I cali your Honor's attention particularly to 

the p/i3soge at page 42 30 whero the Court quotes wlth approval 

from i docision of the Court of Appeals of tho District of 
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Colwnbia, na-naly: 

"The key word in thio consiocration is 
irrr jw.raU o. Hero injurios, hewcver aubst.antic.1, in tcnr..-i of 
r::r'\, tir''. j:u cuci';/ nccecsarily expanded in the ebcenct: ot 
n stny, are not cnough. The persibility that adequc.to 
coir.pcnsatory or other corrective relief will ho availnble at a 
letsr dato, in the ordinary courst* of litigation, weighs heavily 
against a clnim of irreparable harm. " 

THE COURT: Ie it fair to say that your point in thi» 
regard is really that lensencd capacity to compete can never bo 
irreparable injury for purposes of that antitrust injunction 
por. den ta lito? 

HR. ROBINSON: Lesscncd capacity to cor.pcte, which 
is another way of saying that tho plaintiffs sales will 
suffer, and, therefore, its profits will dininish, ir not the 
kind of irroparable injury that was intendcd by Section 16, 
yes, sir, your Honor. 

THE COURT: And I asAiuao your point is that that ir. 


so even if the lussened capacity during the life of tho ławr.ui: 
will also, upon &on\c proper showing of proof, reducc sales 
and profits boyond the life of the lawsuit? 

MR. ROBINSON: That*s correct, bccause that can be 


compansated. ’ 




I have another opinicn hot off the press, your 
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ł 'i ' W ' 1 wnld to h,nd up wlth yettr p.n.i„lo„. 

j , Th U cn:, unllJ-.c f.arpson, is an antltrust cieci nicn. U ... 

4 I u ~ id ^ J vrłt a f -* męka ago by Judge Palr.ieri in tho Co.' 

5 Slstrict of u*, York and ii cntitlcd Columbia Pictures agai,. t 

6 j| Asnericaii Brondcarting Conpanios. I tis report ed in 1974 

7 II CCH Trąd o Cases in Paragraph 74,912. 

8 j i3SUQ of irreparable injury which confrontcd 

9 i ^ PnIn ' i0rł in the OolmbU Picturea case is rom.rk.bly 

,0 i 8in,ilar to the n »tter beforo your Honor. The case intolwd a 
n jj claim by a nurther of notion picture producors th.t the ontry 

12 jj ° f tw ° tolev iaion networks into featuro film pioduction 

•3 || thr ° at0nCd t0 the rnotion picture cofanie, from the 

14 || PTimt> tiTrQ television market for their filmg. In other wordn, 

15 th ® P lftintlff s in Columbia Pictures, like SCM horę, were • 

, 6 | charging that the defendanfs antitrust violation throatened to 
17 excludo th eir products from the relevant market. The film 

13 | I Jroducor3 sought a preliminary injunction prchibiting ono of 

K ' tha networks frotn tolevising four films which it had prooucad 
ll itr,elf. 

4.0 

21 ,j Judon Palmierl donicd the rnotion on a nunbor oi 

23 jj gr ° Un<1: ’- Onfot hl » Principal reaton, was that the plaintiffn 

33 jj had ° n ea ^»tc rewody at law In , 0 that the 

24 jj lnlnry reonlred by Soction 16 o£ the clayton ?.<:t 

25 1 u0a 1,0 1 pr '" ,0 ' ,t- relevant paratjraph of Jedno r«ln,< nti 1 . 





I' 




13 l 



16 i 


T1IU COUI;T: 7»T vhnt pagc is that? 

MR. ROBIKSOU: It's Paęp 96,097. ! 

"tThile it is truć that it appears at this 
point that plalr.tif fs' dnmages, if any, would ultinately 

1 

voquiio conpucation on thc basis of their foreclooure fron tho i 

i 

% i 

market, plaintiffs make no attempt to demonstrate why it will r.ct 

be possible to do so, if and when the problem arises. PlainKtf* 

i 

p<oroly asscrt, ipso dixit, thatit will not bo pocniblc to dc :o. 
Dut neither prospactive difficulty in coraputing damages nor 
tho fact that the computations vrill bo basod on the effects of 
foreclosed corapetition necessarily preclude such computaticns 

i 

• • • • Moreovor, plaintiffs will fali within thc penumbra 


18 ' of tho elementary principia that ‘the wrondoer shall bear tho 

19 risk. of the uncertainty lof damajca) whlch his wrong has 

j • 

20 creatod.' .... 

2 1 | [Judgo Palmiari thcn statee tho Digelow 

rule, and concludos:] 

23 i Since it nppears that the damages allcged 

2 j j in this suit aro susccptiblo to ricnetary computation, and 

I 

2 r .» ii f 3 huvJng fali cci to that this l c * not t*. • 
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| ca S0 , wo conc]uda that plałntiffs will hava an adeguate renedy 

i 

at law and ara not ln dangar of irrajdiats irroparabie injur/." 

, I w-uiC that tac diacussicn in Columbia rictt*. 

• ł 

"lito thia casa like tha prorcrbial glovc“; I should have 
sald that the caso bcfore your Honor foliowa a fortiori. That 
19 becaU3c horę, unlike the caso befora Judgo Palmieri, SCH 
does not even assert, by ipso dixit or otherwise, that it will 
not be poasible for it to provo ita damages. On the contrary, ! 
as I have already indicated, SCM says that it has at least 
two thcorics to bring itself within the Digelow doctrine. 

I should like to tum nov, your Honor, to anether 
reacon vhy irroparable injury car.not bo shown here — the fact 
tnat SCM took ten years bofore seeking a preliminary injunction. 
There is no dispute about the fact that there haa been a 
ten-year dalay. SCM'a complaint specifically allegea that 
Xerox haa nonopolizod sińce at leaat 1963, that SCM was exclucicd 
from the nanufacturer of plain paper copier 3 "no later than 
1963" and in 1964 SCM roceived a patent license from Xerox 
expressly linited to coatod paper products. Aę Judge Irvino 
Kaufman ntatcd in the Veteran3 of Foreign Wara caso, which i 3 

i 

cited at page 20 of our opening brief: 

! 

It i3 difficult to show how irroparable 
injury would result to the plaintiff if an injunction pondentu i 
lite la not grantod, particularly wlien it has vaitod alr.ost 12 
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ycars before bringing the instant suit. 


t»hat this mocna is that courts of oauity wcr r '' ' t 1 

| 

The y nie renlictic cnough to kncv th:.t ii 

i 

ł 

irreparoble injury i-,presont, it doosn't takc ycars for tho 
, * 

reolization to ua.vn upon the supposedly injured party. Judgj 
Palmieri also had sonething partinent to say on this subject 
in the Columbia Pictures case. This is what he said: 

"It is woli settled that unduc delay in seeking j 

i 

preliminary injunctivo reliof is a significant factor in 

* ; i 

woighing the rclative equities." 

This appears 96,099. 

"A motion for a preliminary injunction is necu.jsaril 

i 

predicated on an urgont need for speedy relief in order to 

! 

preaerve and protcct the rights of the noving party. LJut, the 
dilatory behavior of the plaintiffs in seeking such relief muat 
be deemed to demonstrato a lack of urgency under the circa, stance? 

I 

I 

as we11 as casting considerable doubt on the necessity for 
precipitate and drastic relief. While this may be insufficicnt 
to bar permanent injuuctive relief after trial, it may 
eguitably foreclose the plaintiffa from complaining of dalays 
which ordinarily precede a fuli trial of all the issues." 

What I am saying to your Honor is hardly novc*l. 

It ia a tine-honorod oąuitablc principlo. SCM misconceivea the 
point when it argues Lhat "lachea is not availablo as a d.:. 




I 


E 621 

Proceedinge of March 6 t 1974 


39 


2 


i 


4 : 


7 

8 
9 

10 

11 

12 

13 



16 

17 

18 

19 

20 
21 
22 
23 



rr; a r.a* f.\r of lew in cr.c.i likc thin". The ir*jue fcoforo the 

i 

Co;xt tociay is not whether thirsuit ia bar?.».d by laches. Th- 

i 

la:, u a ir whtther SCJ1 ’ł cjctrcordir.nry "dilatory bfth.v. ier" i:» 

;3.’;lng a pro li;..ir,ary injunction -- to ouotc Judge Palmie ri 

i 

M mry eąuitably foroclose (SCMJ fron conplaining of dclays which 

I 

ordincrily precode a fuli tcial of all the isauea." Your Honct j 
dccr^t neod to hołd an eviaontiary hearing to ćecido that a 
dclay of ten yoare negate3 "an urgent neod for apeedy relief.'* 

To quote again from Judce Kaufnan: 

"This ls not a caso where a plaintiff has 
auddcmly diacovered the comnisaion of the acta cor.plained of 
rrtbor it is acknowledgod that the deftndants hnvc brer 
committing theae acta to the knowledge of the plaintiff fer 
many ycars. The plaintiff muat uae pronpt diligence in appiyingj 
for a temperary injunction." 

I could reat my argument at thia point and ait 
down — without addressing myself to the specific itemo of 
irttrlrcutory relief whirh appear on SCM's conotantly 
O-tpanding laurdry liet. But it is highly inntructive to cxaminoj 
that liot becouŁo it underacorcs the fact that nono of the 
relief reąuosted by 5CM i3 urgontly needod pendento lite. Pufc 
ar.othor way, SCM will not bo irrcparably injurod if it io 
not granted. 


25 


I would like to diacuss SCM's reguoats in 
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chrcnoioyj cal order. There ara four segmentn to that 
chrono!: >•: th" prayers in the origir.al compJaint; the 

p*..i/or in ikc. a:i :u*. :d complair.t; thc additicnal 




I 

playera in SCM's cpcning bricf on fhis motion; and thc adći* 
pra.ycr3 in SCM's repiy brief. 

SCM'b original complaint set forth the princip.il 

| 

item of preliminary injunctive relief that it seeks — a nandatory 
palant license covering all of Xerox's patents and it3 
prohibitory cbverse, an injunction restraining Xorox from 
cc:.*jr.oncing or threatening to commence patent infringement suit3 


against SCM, its auppliors and its customers. 

The complaint alco contained a prayer for . 

I 

preliminary injunctive relief prohibiting Xerox from enforcing 
pont-ercploymenfc covenanta not to compete entered into with 
certain of its employees. We can make short shrift of that cr.e, 
because, as I have indicated, those covenants wero abandontd, 
they wero obandoned in 1970 and they are no longer in effect. 

The point, thorcforo, is moot. Ncedlesa to say, SCM cannot be 
injured at all, much less irroparably, by non-existent covunanta. 
THE COURT; You say they were abandoned? 

MR. ROBINSON; They were abandoned in 1970. Thafe 

correct. 

THE COURT; What event memoriał i ted that incidcnt? 

MR. ROBINSON; The covcnantecs were informed they 
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wcrc no lor nar bindir.g. By Xorox'6 mann garnant. 

UiL COURTi Was there a fornal roscission of t.hc* 


agrrerrant? 


5 


6 

7 

8 



10 

11 

12 


nn. RCBiNSCMs Thcro wa3 o notificotion to the 
partiofc undor the covenant that the covenant was not bindir.g 
and the new agreoments that hnvc gone out with oreployeeo do not 
Contain any such ccvenant, so that anybody undor an old 
agrooment would havo boen notified that particular covcr»ant wau 
no longsr in effect. It's a unilateral abandonrcent of the 
covonant, and tho new agreeroonts do not contain the clausc. 

It 1 8 not an issue. 




14 P 

15 

16 

I 

17 

18 | 

19 

20 | 


21 

22 

23 

24 

25 i 


THE COURT: Thoy are not satisifcd — 

MR. ROBIUSCM: Thcy dcn't want to tako our word for it. 

THE COURT: I don't know thatifs a raattor of quu 9 tionlng 
your good faith, but simply that, however they wish to put it, 
at least frem their briefs, I get the impression that thoy 

I 

think there hasn't bcon such an abandonment auch os to easo 
their minda on the subjoct. 

i 

MR. ROBIMSON: Lot iro aay on that scoro, your Honor, 

I cannot conceivo of them having any b&aia for any such feoling 
of ill cano. There is nonę. 

THE COURT: Is there anything of record horo that 
indicatea that Xorox has disclaiued the enforcercnt of 
those clauses? 
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MR. ROBINSON: The cn.ly thing, your Honor, is the 
rcprcscntation t-.hct I /nade whcn I was in chambers on thc vcn ( 
tir r/z eccc3ior cn this, which wao rcpcatt.u in cur tricls ar.d 

which is boing ropcatcd to your Honor, and if it's a r.atter of 

. 

making a aatisfactory shcrwing to SCM, I am aura we aro preparod 
to do that because thore is no issue about it. 

Tuming to the mattor of patent licensing, our 
point is very sin.ple. We have touchad upon this ba fora. We 
have represented to SCM and to this Court that Xerox will not 
seek a preliminary injunction to enjoin the infringerrent of - r .ny 
patent during pandency of the suit, and as far as end usor 
custonera aro concomcd, we further ropronOnted that we navo 
nover brought a patent infringerrent suit against a machinę end 
uner and we will not do so during the pendency of thiu litię; tic:.. 

What this means is that SCM i 3 free to 
mnnufacture and market plain paper copiors pendente lite as 
it would just aa free as if your Honor were to order the 
temporary patent licenco to SCM. And, therofore, tho mar.datory 
licensing injunction is totally unnecessnry and I havo gene further 
and indicatc.d that we would bo preparod to issue euch a liccn&o, 
so thero really chouldn't be ar.y controvercy on that ncore, 
unlocs SCM is going to uay: wo want to havo a license on your 
entiro portfelio whethor or not we aro making or marketing 
rachineo which omhody any of your patents which would ooem to 
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2 

• 

ct. .':xtrpord<nary poaiticn tc« t 

3 

i VII «;v?: er*!*** tl:.t a r-wnt. Suppcs- 5 

* 

ji J v <,r ' w iż U: ' . . An'i r» t. iiccnae cf thccc p. t 

5 

j i.:c3tef.?v f:r tWr d,vrlcp-:-« c.vJ. prcdr.cticn of a r'^n 

i 

6 

P-V~* ccpltr, i^ppose furthor thr.t Łhw purtica aro not in 

7 

^roerrenfc on whst. la divlsiblc royalty, vould it avoid that 

3 

'.o.'Uroveri:y if by r.*j;Y.r.T.ant thoro were aort of a conscri 

9 

c—r bu-fcln? thc /.acxing of tho praiijTiinary injunctivo rollof ' 

10 

io onforcc thcsc patcnts? 

11 

MR. ROLiIi>’3C.,t I v.ould -•* aubjGct to consultation 

12 

v J th my cllcr.tr I would scs no cbjocticn to an agreoront whłci;, 

13 

1 

.<n offect, vo’il3 harc tńs Co ,ł rt ^eal of apprcral on it. t 

14 

vrvld not fcs ir. tho cor.tcttt of a prelj.minjry injuncfcicn itotJc;, i 

15 

would bo in tha contcxt of an agreotant by tho portioa. 

16 

Wc maintain thatwhothcr cr rot SCM recrlv^a ruch 

17 

o. llconca pondcnte lito, ita position at tho tenrination ct 

18 

tbi!3 litigatlon would bo procltcly tho oama. If it wir.s thc ct.,o 

19 

Ca tho irorłt;) r Xorox*a petent? ou 1 d bo renderod unrnforctab!,* 

* 

20 

by '£ aron of p^tont miau? o, SCM would not havo noodod cny p.i^ntit 

21 

•* '.c-nao for tł.e patt, and it will not nooa thera for tho futuro. 

22 

Ci the otiv.r band, if SCM loneo at trial, it will owoXerox 

23 

fbc oaro damagec oither for inf ringerrent (if it did net recr.iw 

24 

■- te.rporary li cerce from tho Court) cr undor tho In©vit.ablc 

25 

- .) ^nction fcond that SCM would have to put. up an tho prlcu fui a i 


25 
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pro lA^ri nary injuncfcion. Hecersarily, 

ci- no xl r *;c: ‘.c frrc \o ccs.p?tc 

lii-.;.- .U - c.r.d C- 'i % OiC ii* 


it follcws thntw Ifctrrr. 
t.riT.g p-r.•.> 1 .j ■' 
tho pj.-ca uf. t< >. 


VT»cn CCM talka abcut a '£ ;ord of Daiacclco" 
henging c*-er it- htid — rafcrring to the pcssibility that it 
f»y ta ou'd for pc«r.<?rt infringoment ita rhafcortc should i*cc 
cbacura t.h& faet that the sword has no clge pcnc.o.it.o lite. 
ror SCM will be free to continuo infringing ur*til the antitru,v 
ciico io ćicidod on it« merita. Cortainly the rura ftet 
SCI1# if eued for infringonent by Xorox, would incur sona 
esponse in dafeadlng itaelf dnc9 not ris* to tho lewi of 
irraparablo ir.jury. 

We don't have to rely aolely or* de duet i vo rotio:-. 
ing hero, your Honor. The prospact that SCM might be oued for 
infringeroont by Xerox has not kept SCM out of tho pl::in pr.r.ar 
copier field. Tho rocord ia elear on that scoro. Not only i: 
SCM actiwly daveloping a plnin paper copier in conjunction wit' 
Jopanese ccrraeniea, which it piana to markot in t.his country 
in 1975, but jest a few nontha ago SCM anr.oitnccd an agret-mer.t 
\;itii en Amorlean cofany, Van Dyk FUirearch Corporotion, to rark 
Van Dyk* o plair. peper officor copiorn in thia country. It ie 
porfectly apporont that SCM ia going fuli eteam ahe&d in i ta 
effort to dovclop f.nd market plain peper copiora and that it 
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2 

1 

dcvsn't naod any pr«)lniinary injunction ir.c< enablo it to do :c. 


3 

1 ; 

I co " ncv \ o the uoccarl a tage ot' thc chro~: ' • * 


4 ) 

• i 

cr, if ycu prcuT, SCI**'u lirnt ti.oc/jht. 

5 i 

i’hrn f,C’4 fiiod itr arondcd cc~pj.rint it rorc.’l* ^ 

• 


6 

the prolixity of i ta originui ccv.plcint insofnr as ailwgatic..- 


7 

G.C cvic?cn tiary facto were ccncoraod, but it pugjr.ontod i ta 


8 

praycr for prcT.inine.ry lnjunctive relief by nsking for acctc.; 


9 

to all cf Xeror. , 9 thorfc- ł*. d lcrg-ranga ntiaut^rturinr and 


10 

narketlng piana. We havc yct to te told hof non-ditcloruro 


11 

of thin highly ccr.fidantial conpctitivo materiał fcy Xorox 

i 


12 

could conceivcbly inflict imjradiatc irreparnbla injury on 


13 

, SCM. ?*orecvor, thr rr^uest i# oa furdtrentaDy miticnroetiti 1 . : 

i 

1 

14 

t-hat it vould tc ir.prcprr tc include such relief even in a 

1 

15 

prrr.-Łnert injunction after a trial on the ir.arits. Finslly, 


16 

to grant SCM accaio to thaae secrcts pandente lite woald bo 


17 

irrrn.adioble, for once the genie is out of thc bottlo, it can 

| 

18 

novcr bc. replaccd. Socrutc once discloped aro no lc.ięcr 


19 

secrets. 


20 

So Much for the prayora in SCM'a corplaints. 

I 

21 

TUrao brand-ncw raquaato appoarod for tho firnt tira in SC?i ł 5 


22 

opsning brief on thio ir.otion, Having alicady aakod for a lica.. v 

* 

23 

un dar nil of Xcrcx'a patent 3 , SCM tcok a girmt atr? torward 

1 

24 

and nov arka tho Court to enter an order obilging Xerox to di. a; 

1 

25 j 

all of itn unpjtentod tochnology ar.d kncv-hov/ to SCM. In 

1 i 
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wrrns, SCM v/r.ihe ar.c<?cs to all cf Xerox'9 propriotary 
InZwMŁU-n u. ring v:.e por.dtncy cf th . ! u U<euit. CysrletTly 
r.oaj!!, SCI! dren rot tr?n :noVo a ratego.tJLcal ct&Lfi.- il.at 
• .-1: f.rhr.oloęy ic r?ircl. The not ó»ys — i ad I aft auoti: - / 

frons Paga 66 of itu cpening brief — ic that the iniornation 
"n.ay bo eąually as vital to SCM as acccss to Xerox'a patentea 
tachr.ology. . That' a a fine how-do-you-do, your Honor. fo>\ 
vould think that o plair.tif f scoking a praliminnry injinctio.* 
łŁ lornt ccrrc beforc the Court and State in no uncertain ter - 
it does in fnet need tho raquestcd relief. 

Agsin, I n«ed not enphaaiza that once thia 
u.’» patent ad societ j.r. 3 v.-Lov io <Uvulgcd, it ir, gene forovcr 


tnd in Uicreforc — all elue r.side — a wholly inappropriate i te* 
for proliminary injunctive relief. 

Finally, itia demonatrably plain that lack of 
acesos to Xerox'c technology during tho pcnder.cy of this cnr.n 
ccr.nct irteparcbly injure SCM. The proof of tho pućding in 
provid C id by SCM'c oupplier, Van Dyk. Van Dyk — M a very sr.rlj 
C 3 T.'.p.*.r#y", occording to Mr. Kt»ya — he nade that statement on 
Docomber 7 in thic court — has dovclopcd a copyiug and 
duplicating machinę thich SCM, tho markoter of tho machino, 
saya ia "the faatoot plain paper offico copier on tho market 
(et 4,000 copies per hour conparad to 3,600 copir.n per hour lor 
tho Xerox * 3600')." If Van Dyk was ablo to acccm.plinh tliir, | 
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47 


li 


I 

witbout any — »'ithcut acc.e.-? ‘-O any c £ Xorox’K unpatontcd 

i| •< 2 u t. r *. beta *•» '.crtnir.iy r.c* rc^.rr.r. why C- 


4 j| ♦..rv Istgcr cc:.» my *ith r.uch gnritcr rctcurcca , car not co 

i 

5 i! .u: Ar. 5 u ii: cur.r.ot , ifs Kjc^a of its ©vn 

lj 

6 ohortco-lr.yc hardly a juctificntion fot get :ing a frso ri^ 

7 on tho devolop"?nt? of a corpetitor. 

8 Tn i ta opcr.irg brlof, SCM cuygooto for the fi-Mj 
t.L n th*.t :.t aight be appropriato to grant rornc praliminary 

10 r^liof wifch roan-ct to Rank-X«iox# an English company 51% of 

11 tS.cz otcck of ur.lch is ovned by Xerox and <9% by the Rank 

12 .xat.ion. SCM status? "The Court hao thapower to 


13 i i. -tire Yx ro.u ' s ror.traj. /md to mininize to tho ertent. 


14 ( poaslblo any feture antitruat ccnneąueneas flowing from that 

i 

15 control," induding orderu affcctlng Xerox'a voting control 

16 of Rank- Xarox tad provanting Xcrox from gotting tho exclus1v,i 

17 boaofits ot any imnk-Xarox devalcprvsnt 3 . 

18 Yoor Honor# we aro not hcro to engcgo lr. a.i 

19 abctract diacussicn of your of tho scope of your judicial ! 

20 pcwrr. Vio aro h ars to dctarmino whather SCM haa tho rlght to 

| 

2 1 in^oko thotpcwer. It doeo not have that right unlooo it ia 

22 threataned with icznediate and lrrcparobla lnjury lf it doos r.oz 

23 eccure what it \b aeeking. Theto is not a word in SCM's brt. I 

24 to suggcet that SCM will be irrcparably injured during tho jy r.der cy 

25 of this lawnuit if the Court doea not alter the relationohip 
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bcf.fOvn Xerox and Rank-Xerox. Wo aro talking about the pend?.*.cy 
of thic casc, not what nsy ultimately happen after a finał 
adjuiicntion. 

As for SCM'3 casual observation that "tho Ccur 
P0j30ssed the power preliminarily to reatrain Xerox against 
any futura acquisition of the stcck or as3Cts of any other 
company, as welł as the futurę acquiaition of any patented or 
unpatented technology", my answer is the samo. The issuo 1 e 
not one of power; the issue is whether SCM is entitled to 
an oxorciso of that power. We are not engaged in a 
theoretical cntcrprisc, but in an offort to determine how SCM 
cnn coneeivably be irreparably injurcd without a prellminary 
injunction that it's 3eeking. 

I come now to the fcurthinstallment — the 
additional preliminary relief requcsted in SCM'o reply brief. 

Let me tj.ck off the items ąuickly; they do not merit extended 
further discussion:- 

1. Prohibition of further enlargemcnt of 
Professional and technical Staff in the field of xerography: 
that iu, a prohibition against Xerox doing uny — making any 
further enlargenent. 

2. Prohibition of acquisitions of oxclusive 
control of patented or unpatonted technology developed by 


25 |j Dat telle 3 ince commencement of the oction. 





1 


E 631 

Proceedinge of Maroh 6, 1974 


4 3 



3. Prohibition of acquisition of relevant technolog-/ 

fro:n anyorc. 

j 

4. Prchioition of new crcns-liccnsing 

cgreo^entc v»hich give Xerox excluaivc uto of rclnvcnt 
• % 
technology. 

5. Prohibition of any acta likoly to violata thc 
artitrust laws or pcrpetuato further unlawful effecta of 
violations. 


10 

11 

12 



14 

15 

16 

17 

18 

19 

20 

i 

21 . 
22 

I 

23 i 


I think that the she.er multiplicity of SCM’s 
ćcrcunds, your Honor, along with thelr aucccssivo timing, 
ueinon3trates pcrhcpa botter than anything else that thia is not 
approprlato caee for a preliminary injunctJon. 

To eona back to what I sald at the outset of ny 
remarka, there must be a sense of urgoncy when a private party 
asha a court of equity to intervene to grant interim relief 
bafora a plonary adjudication of wrongdoing. The plaintiff 
should be in a positio.i if he is really being irreparably 
ir.jured, to tali tho Court preciaaly whore it hurts and what 
ohould bo done about it. Ha should not dreara up an 
intorminaulo array of poasible remedics and oay, in effect, to 
t.he Court: "You're the doctor; you prcacribe tho medlcinc-." 

Whatever may bo your Honor's role in faohioning 
cffoctivo porrranent relief should SCM prevall after a fuli 
trial on tho merita, your function ia dramatleniły diffci * 


I 
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** frfs jTr.:t fur.rtf.on in to proscrrc tho etatu? 

i 

i 

qvo tnd pruvent i.r.;,cdiace tJłd irreparauie injury oo that tl.e i 


f rii-.z f '7 tho irtrifcn. 

i 


l.ft r.c cloc.-i by rnyii. 3 thut i£ tho 3 ta Lu tory 

roquirc;nont of lircrodiate and irrcparablo injury can be oati3£iod 
by SCM in this ceno, it can ba oatiofied by any private 
antitrust rui tor — whlch la another way of aaylng that tho 
statuta io ronninglcrs. As long aa Section 16 rcnains on tho 
booko, SCM cannot oacuro a pro li mi nary ir.juiiction. That ia 
apparcnt as a mat tar of law, and a haaring on tka quastion 
vould ba a coiostul wasto of timc and offort. 

T.'tK oouftTt 1 would liko to laino ona wat tor wiU. yoo, 
whlch i3 v*hat you yocroelf misa at tho outuot. tho unuaual n..ta: 
of seoking a ćatormination of sufficiency of a preliminary 
ir.junction claim at the outtot. I would be intcrested to kr.cv 
whathnr you have tny authoritj for tho propos 1 tion that 
vhore a crnplaint ir uufficiont to cali for trial, there hes 
b-cr no r\g ~~3 horo that tho cc.-plalnt dcne not etate a 
c ? Airr., tfcnfc a wtLArn for preliminary injunction cr.n bc dsnjna 
fer ita logal inarflicicncy. 


v*. 


22 

23 

24 


Mh. RODiriSCN; I atatsd at tho outsot, your Honor, 
that thin waa e.n cnorthodox proceduro, and I have no 
auUiorJty, but I havc nav.»r hcard of c if.oticn for a prolir.iir.u; y 


25 


Jnjunctitn being z.- Cc- in tha nurnner in vhich it bas bcor. nn*’-' 
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2 

hc-o, fcwing rcqjrti for the iapse of tira that ha. occuirad and 



j; ~ ,r c:r - : * ••'Ung lr.ur.c7ry liut aftor dc-cnatration hn 

i 

I 

J 

|. > --r, rew, *t l*rrt ve aay r.hc dc-.cngtr-tio.i h..j b-.en mli. 

l 

5 

th * Flairtiff rrfeA1 y didn't need the preliirinary relief durir.,; 


6 

tlić pvogrcsB of thu litigation, and what we are trylng to *veł - 


7 

hoża is engaging in a frollc and a detour when we feel very 


8 

otrongly that thore are inoumountable legał obataclee to the 


9 

grar.ting of tho irotion hare. 


10 

THE COUR7: In effect, your poaltlon is cotrewhat 


11 

oxtruordinary rejponse to what you view as quite extraordlnary 


12 

nstion. 


13 

5iH. ?,0!5HlS0Hi Moro extraordl.nary irotion. 


14 

THE CObriTj Have you conciuded? 


15 

MR. ROBINSON1 Yoa. 


16 

THE COURT : We will take a ahort rocess. 


17 

(Rocess taken.) 
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** ta 

MR. KA?2i Your Honor# I would li’;e frrat — I prcucse 
to be 7ery brie-. Just to bring vour Hcr.or up to datę 
en cne uuthority which we cited in our bciof# ths MCI caaa, 
in that caae tha ćefandant, ATIT, sought a 3tay pcr.ding appeal 
which the Court of Appeais for theThird Circuit danied in a 
brief order# and aa the Wall Street Journal reoorted in 3 o r n r aa 
1:hat briaf order waa ccncamed, ATiT was going ahead to provida 
the interoonnection to the plaintiff that tho DiatrJ.ct Court 1 s 
order raquired# interconnectiono which theretofore had never 

occurred. . ‘ 

, i . ; , # r . •’ . ' . . 

Thera are additicnal Court of Appeal3 for the 

• v "* * ... ” • • ; ’* 

Seccnd Circuit caasa that I would like to cali the Court *3 

attenticn to# a case called Charli 33 Girls veraua Rcvlon, a 

• 1 "• . * 

pro curiaa dacision at 483 F. 2nd 953# which stata 3 the rulc 

with raspect to the granting of pralininary injunction, eithor 

. % < .•*.?** 

a corabination of probabla success and the possibility of 
irraparable injury or that sarious ąueations ara ral3ed in tho 
balanca of hardahips tip aharply in its favor. 

• The conbination of probabla aucceaa and the 

« • 

possibility of irraparable injury ia rcnticnad in the Gulf and 
Keltem case# nentioned in the De Leurentia# and alao menticr.ad 

t . ł 

ngain by Judga TirJbera in the Prićo caae# 4U2 ?. 2nd at 2 64# 
and I thlr.k that thau nead not be develooed any furthar. 


25 


li 


With re.ipect to the two authoritiee Mr 
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Rsbinyon hundad u? — 

THE CCiJRT: Bafora you loave that point, 13 it your 
vi. 2 w that tha sort cf altarniti way of ccnsidaring tha 
tost, in othar word3, not only prob-ability of auccs33 plus 
irraparublo injury, but tha posoiblo ond balanco of hardshi? 
tippiaginfavor of the plaintiff, that that io uvailabla in on 
antitrust contest? 

MR. KAYE; Ycs, your Honor. I think it's a guestion 
of wsighing. V7hero the balanca of hardship3 tip3 dacidadly 
in favor of the plaintiff, that is that ho has mada a very 
Etrong shcwing on irroparable injury, then atarting with Judge 
Frank, and sińca that tira the notion has baert, then all that 
you naed show or ara reguired to show in — when that balance 
tips ovar oo dacidadly, is a sarious ąuaation which roąuiroa 
further investigation. 

Judga Timbers, using some emphasis in tha Prido 
ca 3 e, which I didn't giva you the citation fully, sald tha 
standard that has ovolved ia that tho xnoving party “aaaumes 
tha burd-n of damonstrating eithar" — and ho unćerscores 
"eithar" —"a conbination of probable oucce.-u and tha pos 3 ibil 
of irroparable injury or n — and he underacoros "or" — "that 
it has raiaod serious quastlono going to tha merita ond that 
tho balxico of hardohip tips charply in ito favor." 

Bo that I think that the court has vory cloarly 
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in thij and in nmy ofchor casus suoptad a tuła which dapends 
on tha particular waights involv«d, cs probabłlity of succoss 
incraases in w«ight, the anount or the quantun of showing 


?3 to irrnparable injury rnay ba lcs3# and ccnv*rsaly# if 
the plaintiff is rot abia to chow probeblo ouccess# but rr.araly 
a oerious qtS 3 tion and ha show 3 a very# vary strong Irreparable 
injury# then that snay ba sufricient# but again# all of chcsa 
ćecends upon tha iraking of a record. 

What is the prccios rulo or the otandard to ba 
applied by tha court i3 to ba ćatorsiined aft ar the rscord haa 
baen daveloped on both que3tions# cn the aueatlon of 
prcbibiiity of ultimata auoce3n and on tha ąuastion of irrcparabia 
injury. Ii as not a ^Uestion# w o sab“. it# tnat eon bo dooidod 
ncw. On eithar one of those pointa# because I think the or.a 
thing that cut3 right acrosa what Xarox counael ha3 3aid to you 
thio rr.oming ia overything ha said is factual. The que3tion 
of will — io thera ar. iraiodiate irreparabla injury? Hall# I'n 
not going to stand hora and taatify today — I can ar.y that 
SCM intends to show# ya3, that thera ia an insr.adiata irraparobla 
Inju.*y in bair.g daniad acceas to the technology and to paopla 
that thero lo a otreng prosp^ct, X am oaying this ie what SCM 
intands to prova ar.d the witr.ooa** will ctats# thero is a 
ctrongp.TOspact that without the prolininary injunctiva relief 
Mtat i 3 ftouMh.t# wlthcr.fc utring-»nt injunehlvs relief, thore i i a 
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V3ry subnbantial proupact, nui.i.?r ona, thui SCM wili not ba 

i 

rblo to surviva in ito \ory incipicnt. Gfforts to ongige in plain 1 
paper officar copiar and eyan if ii eon 3urviva, it c ubiliby to 
compeie will be aubstantially lcr.oened cbŁ-ent that praliminary 
ir.jvnctive raliof. 

, Thoas ore factual nattero, and we submifc, aa you 
know frem our briofa, that, therofora, thia questicn cannot 
ba detarrained ca a raatter of lew. 

SCM*a ohowing, both cn irreparablo in jury and 
on the probability of ouccess, will rine or fail on the evidencs 
that it cćducea at the hsaring and in the Court' z ccnsideraticn 

o 

of that c/i dar. co and the ayidence that Xorojc puto in oppositior.. 

I raapectfully balieve that our ehowing rsguiroe 
no mora — atarting from thft aasunptian which your Kor.or outlinac 
at the beginning of tha arguaent — which we think ia 
antirely accurate state^nt and with groat brevity of our pcaiiion 
oo to teh assunptlonś at thia particular juncticn on Xarox'.a 
rotion. These asau.T.ptions aro to be nada for r.o othor purpoaa 
than that. 

THil COUHT: One thing I ara wondoring is whother perhaoi 
thnro io corrjithing you naed to do in betwaen tho ellagation of 
irreparablo injury, which is whare you ara at r.ow, cud tho 
fuli <ievelonji9nfc o~ a rocord o* witnasaeo, which io what you 


ccatcirplabs,- I an v;ondoring whathor you n?ad to ln sor.e faahicn 
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partlculari*.! your ci-iia oi irroparable injury, bacauao it'a 
vary oasy for onybedy to say thare ia gaing to ba irraparabla 
lnjury,and l wn r.ot aura that jujfc jj/iying that prrcipifcataa a i u 
draaa hearing. 

MR« KAYE: Your Honor, we Łntond to pat on avidar.cs 
ir. ouppo.rt of tha ccmplainfc — 

THE COURTi I know, but baforo yau gat to evidenc3 — 

MR. KAYEs To naka a point, which la, that tha r.ofid 
for acc«43 to tachnology and paopla in order to 3urvive and 
be in thia fcuoir.aaa is urgert that i3, from X<sro:c, bacauaa 
over tha po3t tsn yaars, erong othar thing3, SCM ha3 undartaken 
ct loast 27 roparofco projnctn, tachnological, ir. ordar to try 
to ćei/elo? it3«lf without infringing Xarox*3 patonta. 

. Tha tochnology to ęet into plain papar offica 
copying and evan aa — 

THE COURT: Inthut aapoct, it o»arna to rr.a thara ia 

% 

nein® baais to djal v»ith that that's fcean indicatad both in 
thair briois and in thair urgur.v»nt. 

HR. SUWE: Your Honor, I think — ' 

THE CCUT.T: That nakoa it conn unlikoly that you n.<«d 
un order r^spacting pntents in order to bring out your product 
during tha lawa u i i — 

KAY2: Aj far an whafc Hr. Robinson nsid today, 

X'n not cl jar whathnr Xorox i u rnaking on "un3quivocal 
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rapran.intation'’ tn'ir th*y will not brirtg any suit, in fr inci~ynt 
•juir.„ againat 50:, o:r whuthsr at fchia podium Vorox ia ranking 
an o. i. j r to ssttlo tha ęuaaiicn c£ *' 1 \s pro li minory injunctiun 


r.otica, 

% 

Ii i‘o* s tha lattar, I roapectfully thir.k that that 
io a ir.att.3r tnat ought to ba diacunaad out of court and not 
in court, a© I really think that it'a sorathlng that Xarox ought 
to tali U3 whather thay ara, aa they did in thair brief, making 
»-iny rop«osantutlon or whcthsr lt i3 an offer of sattlomaat. 

In thair briaf and today, ranny, ssany thinga ara 
l<5ft inantfcled. Ara thoy talking atout junt Unltad Stataa, or 
ara thay talking about abroad? 

Kow, SCM io attamptlng to raarkat and planning to 
raarkat abroad* Will SCM'a offorta with nn Amorican mada machina 
in Franca and England faca with a Rank~Xarpx, ccntrollod by 
Xarox, brought about with raspact to two othar companioa, 
including ssisuro of ciocumento and aquipr.«nt in Franca on tha 
data that tha lawauit etartod, oo ara wo ~ 

THE C0UI7T: Hav» you ex?lorad that with thsm? 


UR. KATEi V7a hava not* Th aro haa buan no ovortura 


and I — 


THE CC.JkT: Tharo haa bunn quito an ovartura. Thay 
fllod a briof and jaJ.d: wa nra not going to nuak any tanoorary 
raiło/ with raof. iot to Łnfringomant during tao lifo of thio 
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law.łuit. Tnąc' o quita in ovartu.ro. J 

MR. KAY£t We responćod to that in our rcply 
briaf uayir.g thoro ara tumy unin.werad guaitioru by thit ofiar — 
not that cłfcr — that represanturion. I ohonldn't aay — 

TIIS COUHT : l3n't ths płaca to an.iv/er those qu*3tioai 
with partita? It wculd be a sh;re to tako osvsraI rconths 
to try a prelirdnary injunction haaring juat fcacause you 
dićn't aa!: them ciosa thair offor incluća prlor patanta. 

Mil. KM2: Your Honor, it s^era to na that at this 
point you ara aaking a ąuestion, if I jwi to raapond in fuli, 
which will raąuire a diaclosura to you of certain ovents, 

I run parfactiy praparad to do At if Mr. Robinson is praparcd, 
ao, bacauae wa hava hać previou3 a^perience with raapect to 
co:ranunicating to Xorox, and v/a hava had cxporiances as tb tha 

' | 

lock of rosponse thereto, and my own foelingiu that ws ara gatting 
away from tha qcastion hora, which io whethar or not as a nattor 

t 

of law, thapralirainary injunction uhould ha daniod at this 
juncturo. That io tha objoctioa. 

THE COURT: 1 unćerstand that'o tho ionuo, but if one 
of uha princiu.il thinga you want to do is be obie to do io to 
bring out a product without being hit with on infringamońt acticri, 
and particularly a prellminary ir junction in that infringar.ont 
action, during zhs li£o of this lawouit, tlion it saaws to Ra that 
ouoht .‘o bu o.iplorad, bacaujs Lz that'o av.iilub.\o to you, bat 
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ic.» jc cir, 1 t Vi.in.h \:o pic.c ió up , thfl.i that cort uUl • ij 
a V9X V stironsr ^guity In whether J want to enfcertain prslinińa •-/ 
injunction rocion. 

HR. ICAYE: I would sugge.nt that it ia not a buła 
for a daiarminaticn by your Eonor that wo aro not entitlod to 
havo a pralininary injunction notion becauae Xarox haa madę oome 
kind of suggosHcn o 1 a oettlamant chort of the roliaf that ww 
raquest. I do want to addrass royself to your point* 

THE COUriTs I don' t undorstand that it'a a settlement; 
th«y ara not aaying: wa will do thia if they drop thair othar 
claima. Tha brief doe3n't oay that. Mr. Robinson didn't sny 
tiiat in argument. Maybe that'o an unsaid ąualificnćion, but 
^nr I hava not heard it. It osciss to ra it'o a rothsr 
unequivocal position. 

IIR. KAYE: Your Honor, firat»of all, na to what thay 
aay thay i;on't do, which ia a preliminsry injunction, wo 
dicLVt say that that ia what thay Łhouldn't do. Wo aaid, an 
ij r na tha roiia*. ahit we sjek on the prsliminary inj^mction, 
it ia ttgiLinafc throafcaning or miincaining cny acticn. 

Ne*, if X3.rox bring3 an action agalnst 3CM baaad 
on ita V?.n Dyk machina, and thora io that thrsat irrredlataly on 
th*i horircnj tho fact fclict Xjrox now oaya thoy won't bring a 
pr illt.'." rrf ir, notion dmj not ro?n that 5 CM will not h > i» 

i 


to fnua vory, vasy sabjtantial merona* in d2f.and.Ug fchn lapjnuii;, | 








E 642 

Proaeedinge of March 6 t 1974 

SO 

on ojcponoa which itaelf mighfc rut SCM out of it3 buaine33 — 

THE CC U AT: Tha coat of the lawuuit? 

MR. KAYE: Yea, your Honor. 

THE COUST: Aro you noriou3? 

MR. KAYE: I’n ab3olutaly aerioua, your Honor. 

Lot re make tho point — 

THE COUTZT: You can proaecuta thla lawsuit, but you 
will ba wlped out in any patent infringeinant suit? 

MR. KAYE: Your Honor, let ira maka two pointa. SCM 
ia buying that machina from Van Dyk. We hava papers frcra Xarox 
which point out that Van Dyk ia a tiny, littla company that has 
no rsaourcas to raanufacturo or diatributo tha product3 itaslf. i 

Ir Van Dyk ia 3 ued along with SCM, oven if Koro* does not ceak 

«• 

a pralimir.ary injunction, there io a vary a tren g — 

THE COURT: You ara not going to markat their product 
without cono undartaking to dofend infringement actions, 
aro you? 

MU. KAYE: Tha guaation is that Vnn Dyk raay not be able 

* 

to, and it ia highly unlikaly that Van Dyk could afford tha kind 
of coat to dafond that ouit. 

THE COUHT: ARen' t you going to undartake — 

MU. KAYE* Triero la no undortaklng to dofend that suit 
ao far aa I know, by SCM. 


Lat 


r.s addreaa r.yaalf to your geestion, which ia: 
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w.111 the vjry brJ.a-5-.n3 oC fcho lawouit oossibiy pui both eithar 
SC; er Vw>n Cyk out oi busina.io, and I say: yfts. the I 3 M-Xarox 
iuwUt h .vi bo-»n raportad to hr/e cost each sidj nil lica a of 
doiiara in pifcsnt logii o .".pensja. 

t’cn*, IEM haa gro a tor reoourcas, and co does 
7.1 rcx. Mr. Pobinann his rafarred to SCM’3 pojiticn, and you 

addroaaad youraalf to tho lina. Xarcx hra thi3 infomation. 
nt it'a roflactad in thsir ovn p.rpara in thair ostlnaha of i 

SCM, SC M hnd losłt yoar approxir.ataly $00 nillion of to tal sal a3 
in coAtad pap^r offica copying. 

It had no calos in plcin paper offica copying. 

IŁ ha3 h -» a * and has been trying to, a 3 financially rble 03 it cap, 

% 

to fcry to gat into tachnology to find it thoughout the world. 

I had losami lant year of savaral nillior.3 of dollara in coated 
P-pnr , it Kas in pravioua yaara — Xoro;t is fully awaro of the 
frct that SCM ia losing nor.ey in i to coatod paper business. 

Ths Supr-ira Court hos roforrod tino and tine 
agnin to kha .nnticr.npetitiva offoct of enly the coat of cjotting 
involvad in th-^se p.nknnt lawsuit3. 

r £liZ CCUS?: Ara you nuggasting tha cost of the pafont 
suit I3 goJ.ng to ba noro than what you aro going to have to pay 
th'.a if you I031 and hsva to pay t-iern infringorrent paymenta durir.g 
i.ho Ufo of fcho lawouit? 

f-!k. KA\TI? i.njofur 33 a luwsuit on plain papor oiiicu 
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62 
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2 !• 
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•„ I 
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12 li 

13 


copying ii conaornsd, sińce thera i a tha technolog*/ — is not 

a/ailsblo wi»hou: fcr.a threat of that, and sińca thare is ether 

than th2 V<*n Dyl; Machina, I can't suy that thare is, I'm not 

quifce surę I-undarstand your Honor'o question. 

« 

, THE COURT; Your point is that if thay bring a 

law 3 uit and ooek pralininary relief, and you hava to dafand that 
lawsuit, you night ba wipad out? 

MJR. I<SYS: Yas, your Honor. 

THE COURTs At the 3 aiT» tirze, you'ro in herc ocekiag 
a pralininary injunction, which if you gat it, you will cartainly 
have to put up a bond and assure then that you v;ill pay theun 
ev»ry dollar of infringerront daaaga in the ovar.t you 


14 

15 

16 
17 


IF v i' 


17 ; 


20 

21 

22 


7: I' 


1039 the luwauit? 

MR. KAYE: That’s correct. 

THE COURT: My ąuestion io: hcw do you baliovs you 
can pay thoss ćollar3 if you can’t afford the coat of tha 
litigailon? 

MR. KAYE: Your Honor, if your Honor v/ere to direct 
ths lircnse, as Mr. Pobin3on has baan talking nbout, and nojur.e 
that your Honor follcwsd th3 pattom of the liconao back in 1954, 
which woa a coatod paper licensa, and oaid two and a half perceni 
is a reasonable rcyalty, now, first of all, SCll, as far aa the 
ćaralopc-unt ot nachinaa to try to bogiń to got to thair 19 r.odals, 
taking ncne of tha — attntnptir.g to uao sor.a of this tjchnology, 
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ić*s going to b.s yoars fcefarc thooe machinas will ccr.u owe., 
and, ifcarefora, Ihs pazied of tira of uaa iu going to ba le.»s i;.' 
toms oi : possióle damagea or royaltioj to thj-n, but InstaaJ of 

I 

huving to wait ton ye-ura to bogiń to try to do this, we do it 1 
now on the a33Uuipfion, of course, that theCourt find3 a 
roói 3 cnabl 3 probabia ouccas 3 . 

So that if it's a license royalty, which would 
ba — that'a why wa say that would ba the equlvalont cf a bcr.d, 
it ls a fixed amount. Nov, that fixad aiiount, if you taka tha 
Van Dyk copiara — at tha moment, there is a million 
ćoilar ccucnitment. That ia, tharo ia total valua of the machino* 
— if tharo is r. license royalty of two porcent or throa perzyn*-' 
of thosa zuchines, ar.d even irf SCM exercis2s it3 opticn in Jur.9 J 
to expand that to 40 million dollara, tho answer to your questic.o 
is: yes, the licanae royalty on thosa 40 million dollnr3 of Van 
Dyk machinea and the license royalty on any nachine3 that SCM 
will ba ablj to market, uaing tha tochr.ology, in my viow r would 

I 

ba nubatuntially lr33 tha.n tha enormous sum3of money that would 

I 

ba roąuirod to engage in full-flsdged patont infringamant 
lltigation with Xcrox during tha pandancy of this action. 

W o have had aome onpericncs, SCM maintained a 
lawaait against I'C.\ in 19 65 anćl 9 ó 6 — 

THE CC Mirr: Can you afford this llirlgatlon? 

M?.. 




1 


y.aYi: 


SCM .la unrartnking to do tha bant it can to 
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mir-t a In thi.a litjgatlon# 

Ti!?l coUaT: I'n afruid I*n gcir.g to ba hit -p rot ty 
•jo on vi»:h >i rorpost Jor a bo.ad for co3ts. 

Kil. ł’A'iE: Xorox findj it asmsing. Th o ąuestion Is: 
on Car no wheiher the court3 ara opon to a łitlgont hars, 

SCM, which neokrj to net asida what it clains to bo esi cnor.no ua 
reonoyoliatic positlon which v.as the conuequer.ce of ita 
acąuioition and strungle hęld ovar tochnology and to frse ECM 
fron the sffacto oi that and alao et the same tinreothers. 

SCM ćid that wlth rsspect to n sine oxide patent on which it was 
prnvioualy paying tributa to RCA. It waa airmltaneouaiy 
paying fcribute t= Hero* cn ar.othar sine cjcida patent, and it was 
i-.bl.-i through that litigation, at vary cubstantial expenae, to 
frse frow thatlicanoe. 

During that period of tlir.e, when tha SCM suit 
was brought, SCM waa naking zor.ay in the coated paper business, 
and juat os Xorox can afford to spendgroat curry3 of ironey, 

$132 reillion for rssaarch, or whataver it is, which is profit 
pensy, a company which has prcblems do o a not have tha same 
fljuibility and ablllcy to apend unliuiitad airounts of rr.oney. 


tlcv, as far as this lawsuit i« coacemed. your 
Konar hi.z cosn us, SCM hns cormitfcad a cubstantial cif ort and han 

:uadn a substanfcial conmitrent to fnis ltiwauit. That doe3n’t rean 

. 

ihat lf ’«2 are right th.nt theso pa ton ta have bwn illagally I 
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c-.cqui.r-d and would ca if Xoro:: attampted to anforeechem, it 
vouid on llljjal atlforcenont, but bacaua^ vo aro attar.pting 
to .'ain i.*iv;łulr , va ihoulj i ba cmtitl-jd to an 

ir.jruictioa, thafu tho vary point of thia lawauit. That ic, 
that SC»1 ccnaidaro this ia thn right apprcach to pravsnt tb.e 

oicarcioa o£ tiioaa p/itar.fcj, bocausa thoaa patenta on traditienal 
tama my ba valid. 

THS COURT: lir. Robinaon says ha ia w.llling to ugr3^i 
thyc thay v/on' t cm for co the palanta, as I un da rat cod hia, 
nnodad to enabia you to ontaz thaplain papar copiar buaineaj, 
ho i.3 williag not to enforco those during tha lifa of tha 
1 uwiuit. 

MR. KAYZt I ask Lhia — parhapa Mr. robinson can 
cnawer this — ia Xarox willing — ia Xerox roprasenting that 
it will not thraatan or mnintain any patent infringement action 
ugainafc SCM haro or obroad; that is, thrcuch Ra.ok-Xarox, 
with roap-dot to wy plain papar offico copicr that SCM in 
di ligning, davoloping or manufacturing or narksting during tha 
pnndancy of thio action? 

I tliink Mr. Robinson ocght to anawar that, and then 
\ j will k.TOW whoro Xarox atanda on that point. 

MR. RORliiSOM: What I oaid to your Honor waa that v* 
v.onld bo proparod to on tar into a lic^nnu agria.r^nt with SC*i 
p.ndlng thin lavn*»it, a toripornry liconnn, unclor our patonta. 
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n 

u , . 

v:i6<ir fluth o*. o er pncenfcu ai v.*ould bo raąuirad by CCM to r.g-koc ' 

i: 1 

0 

|i r.anutoctiira nr.d marko i. itj pluJn pop**r cociara. I ćićn't 

.1 

4 

•4 

I 1 focus on tha foroign C3p2ct oŁ it. Wo hava no objoction in 

jl 



|l 

;j principia to mnxing that applicubla to tha fo.ro Ign arou, an 

ii • 

» 

c 

»| 

The only roascn that I — for my heaitation ia 


7 

, tnat va would hava to datermine whather thero is anything — 


S 

tnat in doir.g that abroad thoro would fca anything inconaiaienh 


9 

wAth tha rights of a 49% 3tockholćor in Rartk-Xoro'x, tha Rar.k 


10 

j Organieation, but aa far as Xarox io concamad^ wa would undar- 


11 

| take to do everything within our power to make that licens* 

i 


12 

1 

j availabla penćante lita abroad, aa wali aa domeatically. 


13 

THR ooumtj ]f* your suggestioa limited to tha liconua 

1 


14 

1 

approach, or doaa it apply aqually to what I understood you 


15 ! 

to ba viewing, * aa theopposito side of the coin, the willir.gnas 3 


16 

to forabear enforcement of the patants during tha lira of thia 


17 

lawauit? 


13 

MR. ROBINSON: You r.ean in rntum for m injunction 

i 


19 

| 

1 fcond which ia the fair cqulvalent of a — 


i 

20 

THE COURT: I aoaume you would ha */3 to havs gcm.t* 


1 

2! i 

prctaction. Part of the agraemant would have to ba that if you 

i 

| 

On 'J 

ł • i 

i 

win tha celt, they don't gst tha r.lyht not only to uaa rh* 


i 

» * 1 

/. ; 

li 

patent to markoc fehoir prodiet, but to do no frea of infrlngaren' 

m 

!. 

• •• i 

li 

diimage, ycu*ro not nokIng for that, aro you? 


2 . : 

niu .kayci Subceguent to the lnw.iuit, if wł* 3oj s i 

. 1 
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TUZ CO LI PT : Yoa , 


liR. K,ViE: .*4o, but va are tałking afcouć uuring chj 
F^nćar.cy of tha l::/ 3 uit. 

i 

TH3 CO U lir : Preaumably, you are willIng to bond I 

I 

ao you hnvs to do if you './on this r.otion, anyway? 

MR. KJ\YE: That’a right, but I think Mr. Robinson 
ani I fcoth agrae that inoofar .13 forbearanca is concomad, 
that it would be a 3 faasiblo to talk ubout it in terma of a liconae 
royalty, uhioh would flx — it would do prociaaly tha 3 ame 
fching aa tha fcond. 

MR. R03IMSCT: I think that ’3 right. 

MR. KAY2: If it'c two and a holf parcent royalty 

\ 

on salo a of machina 3, uaing that technology , then wa would 
!inov,and thers would ba a cortainty us to what tha asount ia dua . 
tnd if we were to pay fchat during the pendency of the lawsuit, 
and wa won tha lawauib, wa would be entitled to the ir.onay back. 

TIG C0UR7: It cartair.ly ćoe3n't mattor to me whethsr 1 
tha partiea agroe to a liconse or fcrebuarance to oua, it otrikea 
r.a that tha licanse doe3 roąuire then to agreu now on what tha 
roaacnablo ccmoenaation ia, i;horaas tha forbearancn-to suu would 
l~a»va to a la tar dato thatcomputation but — 

MR. ROBINSON: I did apeak baforo in tr^roa of a liconua 
for a rnaacnnble royalty, and I don't Jenów whoth-.r thara la ;vr.y 
3ubutantl/e diffjrunca bntwaain that and tha forb sarnnr•» Lh- s 


Lh 4 
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Vw'«i r Hoaor 


::.iA iionod, •■sr.d I wouU v*:it to ccnaulfc i.v/ cliant cn 
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that. 

fo ..t3, I think Nr. Kaya hna 3 taiad it properly, 
it 5 3 a guestior. oi whath*r you iix fche anounŁ beforo or latar. 
That’3 ufliat it 90vmUs lite to na. 

NR. F^.Y'£: Your Honor, I would auggeat — bacauaa I 
think — I don't £oal thit it's cur poaition to attompfc to 
roguira Nr. Robinson to otato Mo conpany^ poaition 
without furthar conaultation, and then without rarther nagotiatipn 
with SCM. WE had cna. praviou3 experianca in your Honor'o 
char.bar3j rapr*23antafciV83 of X«rox nada a ofcatarenfc in which 
ha aaid: why don*t you tell ua what you'ro interssted in, ana h* 
wrota U3 a .lottar following that ccaforonca, to which we 
raapcr.ded norm hhraa or four wfMk.a la ter, and which we mado it 
very claar that thia was r.othing to do with any riittloment 
proposal, but sirply takd.ng u? thsir rogueot or tiuggesćion ii 
tJwra wni oo.rał.hir. j fch rj war.”: id to tal.-: .óout. Thah lotta? ho o 
nu>vftx bcttn cnawiared: that iu, fcho SCM r:\aponae hu* nuvar Men 
nnswszed, and thar f.a — that gnaa bach to Octobar. 

I nada it vory elear in tho lottar whioh I wrota 
thr.'., it vr.jt ret a nofctlonenfc propoiai with rojpeet to tira aotioń, 
and that lr anyihlr.g that Na.roa: nad na id woj, or that they 
v-.r.o.V:ar d it • v. ł a :: vh • M*C*1 J.r.wJUt»ly far?»t 

ebout th.r lottar, V’ i h.v/e ro resoenjo wha>.:eevir to it. 
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i • lĄ y i3 thio: SCM is cortainly willing to 

Ćiacujj with anytl;:* Xoro:c ia urocarad to diocuaa It wlfch Jj, 

wid th * o:ily tire* that thay hava b j*n proparod to dissuas it 
io vh»n thay hav# bsan in court, and thay h;\vn addrasaed 
soaething to tha Court and nothing foliowa up aftarwarda. 

Wa will tal.t with Merox as nuch as Xarox wants to 
talk wrhh ua about fchls prolindnary injunction, but in tha 
****® r - - 1 ‘ind nov bacausa wa look forward, artd we are trying 
to p rap ar u for tha May 1 dita, wa aak the Court to addras 3 
itaalf to the motion: that io, to X3rox'a irotion, which io 
whethar or r.ot SCM* a clain ia logally insufficiant, and I think ■ 
that we hava heard onough from Xerox in tema of their 
partial ccnceaaiona to unćarntand that Xorox rocognisas tha 
irrsparobla — irrr.ediata irreparable injury, to SCM, becauaa 
thay hava baen raicing thoaa concasaiona, and in that ragard, 
your Honor v/ould rocall the Colunbiu Steel caae by Judga 
Todnay in the Diatrlct Court in Delawara in diractly at point. 

Thoro the dafandant filod — c«una in and nade ' 
rapreji.ntationa that thay ;rouldn‘t do thi 3 , and thay woulćn*t 
<’o that, .md tha court ould: that nay very v;oli be ao, chat that 
ia tna prrcpar raliaf, but it’s for tho court to dataroine aftar 
hearing wnet in thipropar pralininary injunntiv« roliaf. 

vr > h iv* fc.aen talking ;i>out nntonta, and i would 
iika to hura vocy briofly to what SCM eona Id ara to bo — what it ! 
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intanda to proYP, the othar v.ltol elorent. First of all, patentj 
and unpatsnted techr.ology, and ssco.nd, people who are 
capable of uoing that. techr.ology, and let ne tako ona short 
divar3ion. 


Xerox’o counsel cay3 Gontathing that — triQ3 
to read 3onethir.gout of the wordo that \rs say, unpatented 
technology may be a3 important and in the • amended 
ccnplaint, a licsn3e: that i3, access to unpatented technology, 
ia askad for, also. 

Now, that was based on, and that request i3 baaed 
on, SCM's counsel's judgment having reviewed aince thia 
ces* hue otarted, papers that Xerox ha? ft;m< sh«d. includlng 
its long-range piana for 1972, which wa fumiohed to your 
Honor, which SCM"s counael believo show that unpatentad 
technology may very wali be as vital in the ability to survive, 
no loss to become a moro important viable ccmpetitor in thij fis! 
aa the patent techr.ology, although that is aomething that my 
Client ia not — that is, other than the lawyer3, they aro not 
aware of because ii'a all confidential Information. 

TH2 C0UR7: Vfhat cm I to do with that if you losy 
the lawsult at the end? 

MR. KAYS: That'a a que3tion of weighing, your iicnor, 
firot of nil, tho point that the oacrotn aro out of the bng, 
the oecret io out ot the bng, that ic ia SC:t'o hand on a 


d 
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'wOtiidautiil bu.i.3. hara r.ou inju::ad :.rro:: o::o wit ur.til ar.d 
vnl'.sj ~C:» .vr»A >3 c. *r.achłns? rsiug thcm cjocrofcj. Thoi« aacrotn 

r -~ - Łj " n *** hun’?: fc:»an irropar.tbly łnjurod o: jr.rid 

w hv/J :• wCJts to all their ur.patantod and p^tantid 
terano 1 o gy nnd unuble to mąko a machinę that eon go into the ' 

. i 

narkat to conps ba , and at the ond of iho lmouit, if we aro 
talking about diii*, tuliłoś of proof, ii at tha end of the 
lawsulh SCM hu fili the raliof it aoka for in the prolininary 
injuncticn and it's obie to nuirkot 10,000 nechir.os, then 
hirox can maks a claim, and all of the 10,000 uood their 
tachr.o._o jy, that thsze ia 10,000 nachinaa, that va would hav« 
placad inćh® siarkat, but not you, and we would havenada X dollar3 

t 

per machina and thsre 13 a rondłly ccnputabl© danega, 

Iłów, inaofar na tha other sida of tha coin ia 
concemed, your Honor, in our laat argument, talked afcout the 
difficultios of prov.ing whafc wo would hava bcen in tha market 
*.«h^n '.»o tro noc in the markot at all, 30 that, ralativaly 
apsaking, preof at the end of the can* of Xoro:t's damago, 
aesa&tag fchay win, by virtua of the fact that they hava been — 
that fch-jy hava h.vl to glva co accoaa to all of hhoir patentad' 
a«^d unpncantad touhnology, ie much oaaior than theproblame that 


fara SCM. 


Vha Supram Court, va point out in tho briaS, 


in Z inlih iągalnai. Ifaaaltina, n.iyj in thia 3.900 opinicn, tr.et 
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t'vj rotori shc-o fcho atnrk dlificultiaa oś tha plair.titl s.'rcvi;n‘ 

i 

h>3 dr in th 3 jr.mtdiata pa:it cr.cl thera waa tha guasiion cf tha 

i 

o:r.erlM3l-n fron Car. idi. Hars At windo ip — aa wj point out in ^ 
brisr — a wjighing proooos, and thia la, whafc ia tha 
injnry gciing to be co tha plaintiff and to tha public if tha 
injunction doea not ir.aue na coinparad to what will tho injury 
ba to tha dafandant if tha injunction doea iaaue, and aloo fcaking 
ir.to accounfc tha optant to which it haa to bo bonćad, but inaofsr 
aa nny injury to Koro* is concarr.ed, I think that givsn thia 
illusfcration, that that problom will ba far nora renedial 
to Xarox than tha othar way, bacause aa Judge Higgenbottom sald, 
md aa it’s parfictly plain it cpplioa hora, nothing — a 3 utrir.gan 
fis tha i:ijwictiva raliaf aa thia Court nay grant oftor hsaring 
all of tha oyidanca, Xerox iu not going to lose firat płaco 
in tha gallery. All it can uo io to halp to bsgin, to giv© 

SCM tha opportunity, numfcar ona, to surviva, and to begin to 
got irovAng. 

2 r to tha qu?.sfcion of enployaes,’ and your 
Honor, . v .a*:ox prcvidad to ua — lat ma mąko thia point, tha 
ploadinga, ifa purfoctly plain that na to tha reatrictiva 
agradiwnt3, tha plcadingsput the guaation in iaaua. Tha ploading 
Aa in l*aragraph 27 that uinca 1961, 27D, Xorox acta includa 
ragsilrinę it?i re^unrch, oclantiflc and tochnical paraor.nol, and 
ilnoj 1970 iio mnagarial nnd proia.i a Irm.il paraannal, to siv:ocat3 
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2 

!i 7 J 

i: r ~av:rloti'/e agrea.r.anta prerantln .j or rostraining c.h: \ 

! 

i 

i 

3 

li from engiging in iorographic activity for ar.y other company j 

i 

i following tarainaticn of emplcyir.ent with Xcrox. That plaadino ' 

5 

|| is .** Xaxo*, oxcept it adait» — Xarox ainits that u, iii ' 

6 

1970 it cntared into agreements with reaearch. scientific 


7 

end tochnical amployees wheraby they agreed for a period foliowi: 


8 

terminal of thair employnent with Xorox not to cngago in :coro- 

i 

1 

9 

graohic aętivity. 

1 

10 

-o thera is a complete denial by Xarox a 3 to 


11 

anything sińca 1570, and there is a partial adnission aa to prio: 

i 

1 

* 

i 

12 

to 1970. So that as a mattar — aa a matter of this notion. 


13 

14 

it‘s ontiroiy factaal there ia noching baiore che Courc by which 

1 the Court could cay that the raatter is raoot. 

1 

1 

15 ! 

1 

THE COURT: Tharff io clearly one thing that is r.aw, 

I 


16 

that io their reprssentation that they aro not going to 


17 

1 

onforce these agreernents. 


le i 
1 

i'IR. KAYEs W a have no facto , .;hatso 3 v«r that they will 


19 i 

not enforce those agreements. We hav* no nvidonce whatooaver. ! 


20 (j 
ji 

In fact, v/a hava the contrary evidenca. We a^kad an i.ntarrog ico: 

•» ? 

_ i 

21 | 

1 

which was anawerod in part on October 15, with respect to tha fo.ńrs 1 

22 ji 

li 

of ngreer-ents, and ths answer — they fumishad to ua tan forma ' 


23 1 ! 

or agree-rents., Mach form of agreement on i ta raca — o ach form ! 


i; 

2 .! ,, 

<ndi.cnt.vj on its ftoo the yonra durl.v ? which it was uuoj, a**,! 


25 !; 

thoro nr a ten of them, and I h:*va fchem nil hora. The x.axt | ^ 


4 
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I 


i 

i-' *— Korr. a:f«5iivo on Aprii 1, 1370 oUrtinrwjJ 

i 

tha prayisiea Ir. qus3tio.o. Re for r .lng to tha — rcfcrrir.g 


to ch -2 origir.nl crrrolrir.t. 

% 


* i! I nnvs An r.y hand a docur.ent, nitruje rod SA2 32 . fur- 

i 

6 niuhed by Xorox, which hns up in tha right-hand comar: Xorox 

7 i 

j effectira mld-1965 to prosent, and in that docuniont, Paragrach 

3 j 

2, it auya: "For cha period of two yoira following tarainsticn 

i 

9 | of awch orcployrant for any rea3on I will not independantly angage 

j 

1,1 in sarography airactly or indirectly su rve in xerographv or 

11 ba empioyad in narograohy by any individual, firm or corporacion." 

I 

i ^ 

12 | Thio docunent wa3 fumiohed to us by x©rox nnd it 

| 

- i *pu«ara on i~s raca, togacher wich what wag statad in tha 

i 

14 anawar to interrogatory to indicate that to co.r.a extant we 

15 don’ t kncw, this forn iat otill in uae becauaa it aayo so, it 

. 

| sa.yo: affactire nid-1955 to pro 3 ant. 

I * 

17 l! Wo have anothor ona, which apparontlyioreforrod 

ij 

lu i, to in tha tr.ird jiantanca of that rcsoonaa, tha fom 

, I 

j ofrectiYa on ftpril 1, 1970 uliminatad tha pro/inicn in questica. 

I 

20 j And I hnva n docrjr.ent SA237, which otatos: e£fectiva April 1, 

- 1 |j 1970 to data, vhich donn not contnin tha paragraph to which I 
22 jj junt maca rofaranca, but contnlru other proyiaiona which wa 
j contor.d aro o«;v::illy rojtrictiva, ninco it rcguiroa ar.y Xerox 

i* 

' • •' *St •** tha tlp.a h*» tnrninatsj hic nnployronk r.ofc to di-nlga 

. !j 

■ 1 !, An , .. • ng wi. Len V c*rox ocnniduiM pr;»p riutnry to uiyona o Ina . <r. 1 
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14 
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il 

M ił 


-not to divulga trade ascrots of koro* contair.ed in buair.saa, 

formulas, proc*,*.,, methods, nanhlnao, nanufaetures, ccr.poaitio.-L, 
ot ca tara. 

Insofar as this agracment is concernoć, it binda 

“ Msploy*. not to inform any subaaguent employer of anythin, 

thattaro* concidsra propriotary, not ovsn a trade s.crat, and i 

your Honor haa alrsady rauiewed many o£ the docu.-Mr.ts which Xsroi 
considors propriatary. ' 

Our po3ition i3 that undar that particular 
parsgraph a tochnical employee for Xerox couldn-t possibly :m.-S 
for nnother company witfcout violating lt, and beycnd that, this 
particular docunent says in Parsgraph 2, that if there io any 
conflict or any ąuestion ln the conflict that la, for aaaipls, ' 
with an omployee going to work for sometody olse, then ho agrees 
that the decision will rast in Xarox's honda in determlnlng 
any guastion of conflict of intnrest. 

I mada reforonca to theae two agreements — 

Tim COdPT: io this a live loaue in thio case in the 
o-Mse that SCM la proparad to claim that tharo ia a xoro-x, 

at prcsent or forrer. employee who want 3 to work for them and 

« 

tnc/ want to hira, but for these agraamonts whosa anforcaawmc 
you want onjoinad? 

lV:i. .\AVEi uo, not as to a partjLoul ar ono. Th<:cl*u..i 


i) tn.it w a — :.c*l intor.du to prev.» tiirough ro.c-nt 
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‘l 

•I 

2 ■ Uocur.an *:3 that they control 953 of the world :orographara, that. 

3 they have controlied — they do that by virtue of these agroenents 

i. 

•I 

i !i ar.d by virtu3 ot a nuniber of other things. 

ii 

5 ij THE COURT: I am talking about the agroements r.ow — 

11 

6 ' MR. KAYE: Dy virtue of nil this, thare is no ona 

1 

7 j! around that thare ha3 to ba ar. opening up of accass to people 

(i 

8 : in the Unit?*! States, particularly that companios and 

9 i potantial compatitora such as SCM can get to — 

THE COŁJRT: As to personnal, what does opening up 

11 | naan, other than nonanforce-oent of the agreeir.ent? You don't 

12 want :r.a to ordar a Xerox technician to go to work for SCM, 

13 i do you? 


14 j! 

MR. 

KAYE: 

.No, we do not. 



ii 

p 

THE 

CO U.TT; 

Whafs involvad. 

other than the 

agroement? 

>6 ij 

MR. 

KAYE: 

To restrain Xerox 

from enforcing 

tha 

% 

1 

17 i 

agrsement3. 

It inclućes the qua3tion 

of resiraining 

than on 


i 

18 ' this sacond form of agreenant from enforcing that — 

li 

i 

łn il THE COUP.T: Thare i3 no indication you tried to hira 


2 c ij someona and he caid, "I would like — lova to come to v/ork 

I' 

91 for you, but I can't bacausa of this agrearrent." How can you 
->2 1 possibiy need an ordar from nie in order to got that fellow? 


23 •' MR. KAYE: This is* the sane situacion a3 in the World 

{' 

2 1 j| liockey cnr.e, tho Natior il Kockay Laaguo had precisely the sama 

!' 

l’ 

25 i| kind of nyreeirsn ts with rospect to this. If what your Honor iu 





E 639 

Proceedinge of March 6, 1974 ... 

li 

sjying that.SCM should go up to Xarox Sęuar? and say to a 

. I 

grouo of Xarox e.T.ployaes, breach theae ngree.Tent end cc?.* to vork 
for U3, what wa nr; aayir.g i u that Xsrox for 13 y^arn haa ,vj 

i 

locked up tli a psracnnel narkat that tha opportunity of SCI .uii 

• 

obhar3 and ths opportunity for the public to hnve othsr p.iopla 
competa — 


THE COURT: Surely, I can‘t inagir.e if Judge 
Higgenbottcn had baen told during the argurosnt or before it 

I 

that thn National Hockey Leagua was r.ot going to enforca it 3 

. 

r3sarva clauae, he would have gone ahead and held a nulfci-weak 

I 

or month hearing. He would have sald: go ahead and aign thaji up. 

• i 

| 

MR. KRYŚ: Has Xerox 3aid thay aro not going to -- thay 

I 

ars r.ot going to enforce eitherof theae agraemanto? We hava no | 
Froof — tli o io3ue right now io an is3ua of fact. Your Honor, 

I cun't soe it aa being anything othar than an isaue of fact. 

t 

Now, there is an aćditional — 

THE COURT: I don't know auite what's in dloputa. 

Thay nay: we ora not going to roatrict any oraployoe becof 
thoaa clauaaa, and you don't have any enployee who ha 3 buen 

■ 

i 

rootrictad. 


MR. KAYE: Doe3 Xerox say thay will not enforce any of 

1 

thair proprijtary — any of tha protfiniona, nimber one, of oithar 
of thoso \:«o agroer.ents that I just raad — i 

I 

Ti!t; COURT: Wnit a ninuta. V.'hon you nok thc.n to .i:.Jor.i 


I 




i 


i. ! 
i! 


3 li 


5 I 


r 


X * 

6 ii 

7 

8 

9 

10 |i 

11 
12 


13 'I 

H 

i 


14 

15 

16 
17 


ia 


19 J! 


20 

21 
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pTi y of thosa p.rovioion3, of course, oome of them hava to do 
with aalaries — 

MR. KAYE: I'a talking about the ąuastion of whachar 
pcst-eraploymant r33triction — or I'm talking about whether or 
r.ot sny of thasa trade sacreta or propriotary Information. 

THE CCURT: Trado sccrot is in a quita differont ara a. 

I thought the es3 3ntial point here was covenants not to ccmpete. 

MR. KAYZ: Your Honor, our pleading covers both of 
these agreementa. It covers the first one and it cover3 tha 
s-acond one, and trade sacrets i3 at the hoart of tha case 
because the claim is hare, thatXercx not only acąuired illegally, 
it ecąuirad and and enforcsd patent technology, but likewioa fron 
Battelle and all of the other, it acquirod illegally 
unpatanted technology which it mair.tains — that's an essential 
itera of the claim. 

THE COURT: You have madę a claim about unpatented 
tochnology, and now I understood you're talking about the 
availability of peoplo. 

MR. KAYE: That's right, but those people aro U3ela33 , 
to a corapetitor if they are bound not to use or disclose any 
of the propriatary information of Xerox, nor of any of its trade 
socreta in xarographic fiold because they can't posaibly operato.. 
Xj.rox has so much of it and it’s so pervaaive that there ia 
nothing that employae could do for anybody olsu without bro.ichinę 
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l 

that that agraensant, ar.d che guastion is whsther or not Kiro. 1 :! 

I 

luwfully ha3 fchose trada oocret.n and lawfully cnn eaforce 3 uch an 
agraerient. 

TiiE. COURT: Ha3 any court ccmpallad the disclosuro o 1 i 

| 

trada sectets pendenta lita? 

MR. KAYE: I do not belleve that we hava citad a 
case for that, your Honor, but I do not think basad on what 
wa have cited that that would be beyond the Court's powć.r, Y 

and for this ruason, i£ theCourt found that thoue trada secrsts 

• i 

wara aa have happened illegally aeouired and baing illagally 
exclusivaly used and that a powerful showing of illagality had 
baan mada, os wali aa a shcwing that there would be Irre ^arabie 

i 

injury to the płaintiff by not having them, that is not fcalng 
able to be in thia business without them — 

THE COURT: I3 that tha claia that you*re not abla 
to be in thia business? 

MR. KAYE: The claJ*n is that we — cn tha tochr.ologtca!. 
and manufacturing leyel, that without this taohonology, we 
cannot be a viabla — bsgin to become a viabla corapetitor 
in thi3 business, the answer ls: yu3. As wali as to tha 
marketing level. The fact that SCM*s working with Minolta and 

* I 

hns bean for yaaru on the last of 20 projacts in trying tO~ 
dovelop a plnin pap.*r copior and hoving to go to Jnpan to 
find pooplu ar.d .-.o fiml -- try to find ac.te tochnoiogy, doonn‘t 
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2 I ’ 

i M.»r. trat SC!! c-m b-j in thia buaineaa ani caa bogiń to bscor.a a I 

i ! 

3 • i 

! ccmpatlhor. Thay ha;? gofc 19 r.oclals cf rachinao of alltypea, \r.ć 

A 'i 

CC;I haj the fuyuyr.er.,'., thocorporata oquJLp:re.nt, to try to o t 

5 •• • 

in th.va biza Lnaao, and in ordar — and we v;ould a::ptct io pnt on 

6 ^ 

o‘/id.is.n-a to prov? that, that in order to begln to try to hu 
a viabla cor.patitor, that vo naed to hava thia, we neud to hava 

g 

( two vital olome.nta, technology — 

9 I • 

TH2 CCUHT; Does viabla r^an bair.g ir the buair.as:* 


Ij at all, or dcea it reean maklng that loval of profit that you 
considar nppropriata, as you uoe it? 

MU. KAYE: In the firot in3tanca, being in ic at all, 
TW2 COU?T: Aren't you about to brlng out th? Van Hyk 


M?. KAYE: The Van Dyk model is being markated. SCM 


!; n.odel? 

i! 


i has got oo far — 


]/ THE COU?T: It v;aa ć3velo?ed without acceaa to their 

1 g i 

' trado cocrotn, prcscnably. 

|' 

19 ji Ii?.. K.Y/3s Wall, 1/3 ara not awara — it '3 not our 

|i • • 

j' company cnd we aro not awara of the bani3 upnn which it was 
91 lj d_nv?lopftd. Wa hnva documents frcm karo* which giva Xerox'3 viow 
22 j* ot that particular machina, but in ary ovent, co far, SCM h:>j 

72 !'. mada a oc;’.nit-— snt for oix millio.n doi lam. It h*3 aa opporturJ.-.y 

i| 

* * I; to •aaerrJ.MO c.n cuoion for forty million doił aro, thlo l.a th.s 

i: 

2 '‘ ' ro:. \i vaJ.ua of U'.; aguinr-nfc. It will, 1£ it gatu iaćo tho r. ». , k<at, 





E 6G3 

Proceedinge of March 6 t 1974 


1 " 

II 

2 !l 
u 


5 ■ 

!• 

6;! 

7 

8 
9 

10 
11 
12 

13 

14 i! 

15 

16 
17 
19 

19 

20 
21 
22 
23 


att*: 
i 3 U. 


t tO C0.r.p2t8 
iz c sal, jo I 


ei 

againat thc 3600, which laafc year -- and th iz 
Jen'c krew whathor aaybocly elaa ia prtrjant 


i 

i 

! 


— prodecei rowonuas for Koron of • śany hundrad of nillioa? of 1 
dallara which have valus of ove? a billicn ćollara. 

Mew, thi3 ia atro*,, tiny, liitla offort, 
whathur it will ba oucceoaful, whathar it will hava cny profit In 
it ia isntiroly 3p*culativo, it is a cownitr^nŁ by SCM to try to 
ęat infco tha buainaaa a3 soon aa it can and to siay in tha . 
busina‘J3 and to be a coapatitor and to — SĆM ia h-ore in tnij 
court oaaking tha protaction of tha lawa o2 tha United Staicja to 


prohect coinpatifeion ond ita afforts againat an alloged violator 
of Section 2 of tha Sheztnan Act. 

That io a praia9*orchy cauo*, chat iu a cac.id chat 
is cntibled to ba haard,’we think, and it'a a causa that we ara 
onfcitlaJ, we think, to put our witnas3eo cn tha otand no that tha 

• i 

Court can ha ar for itaolf whather or not thara io an irjtediata 
noad for tha k.bd of roliof that we aro aakingfor and 30 that 
tli o Court can dotar.uine whathar or not it will ba poasible. 

Tha 3ar.a thing haprened ir. :«CI boforo 

Judga NawcoTar. Thero tha plaintiff aaid that it haa to ha/o 

. 1 

thoy* intorccnraction3, cr.d thoy wora rofuied boforu that 
by ATS?, Judga IJuwcor.er folt that it r.aedou thano Interconn4Cticro 


24 j 

') s ' 


oifch«jr to 3 , irviva or svia if ih eculd aur«/iv a o that i tu grawth | 
tnul '.a't Lvj ntv.'.b?cr.’n;» tha prhllc co*:1 


• #»» •) ** -9 • 4- I - • 

fc • w i 


j.yl 
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I 



hsra was a privsća lina coitpstltor* 

Now, in tha Minolta case# which is citad by Xoro:tJ 
tha csurt found -- directsd the clafandant to daal with tha 
plaintlff and chip to Califomia# and# if necsasary# to 32 
othar States# and to do businss3 in a way that tha plainciii na7ar 
v as allowad to do business with tha defandant fcafora. It wa3 a 
cosplata change of State of affairs, and again in every one o: 
theae cases# your Honor# without oxcaption, it vras based on a 
racord, on facts. 

New, if your Honor holda# or if# aa Xerox 
contands# that tha issue conceming omployees is rnoot, I suggast 
your Honor will have raached — nade a conclusion that summa ry 


14 judgment should be granted. But 1 am perplaxad to knov why 

15 Xarox and hcw Xarox# first of all# can make the contention that 

• • • 


16 i; it'o rnoot in the light of these facts# and 9 econd of all# hcw that 

17 daciaion could ba reached. 

I 

13 j! Now# insofnr as tha pralimir.ary injunction lu 



il ! 

20 ij has baen and is parpetuating its monopoly and has baen using Łhase 

2 ’ i device 3 to «lock up and hava a atrongls hołd on the psoplo 

ji . 

22 | lnvolved, cartainly# the Court has the pover# seeing that# 

23 and tha numbar of poople involved# in ordar to froe up the 

ji- 

2: ' poasiblo access o£ SCM and others to orployaas# to anjoin Xarox 

M 

{ 

25 ;! from orploying any nora pooplo in that — in tha tochnical field . 1 
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Your Ilonie Ij Jbaolutsly correct, you can't order 
Dcctor Smith or Doctor Jones tc cr;j» to wrk for SCM or anybody 
olae, but you cm froese Xerox's po3ir.ion on that front ani 
cn any othar .front whara you find a strong po 33 ibility of 
3 UCC33.S and whara the*ro is going to bo privats or public ir.jury, 
which will hołd Xarox right whare they aro oo that we don't have 
the naxt tan or fifteen years where so many additional 
d2velopxenta occtur that by tha tirjs wo gat to finał relisf we ars 
in what we describ8 in tha El Paso situation. 

The issues that •.:» aro talking about here aro 
of tremendous moment* Thay aro of tremendous monent to the • 
defondant Xerox. ’ They ara of tremondou 3 moment to the plaintiff 
SCM, whether it 1 s going to ba able to attempt to be a competitor ! 
over thanaxt tan years or twenty years, or whether it will be ! 
remittad at best to a claim for damages at the end of the case 


1 / ; if we ara ever here at the end of the case, and it's a case of 

!i 

;.j graat moment to tha public. 

j! 

19 •' New, Mr. Robinson ha.s referrad to the, fact, and 

.i 

?i, '' it is a fact, always facts that he is talking about, that it'o been 
2 ) ten years, and he tries to make a vico out of the fact, 

2 j and again, I koep repeating facts, bocause your Honor has to 

i * 

I 

3 it here, that from 1963, almost annually, SCM aaked for a 
- license and wa3 tumsd down. Ile tries to mąko it a virtua out 

of the fact that Mr. McCullough -- in tha papers that I submlttad, 
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tira writes to Mr. Wrllsoa and siys it‘c gocd tactica to 
t j !1 SC.’! that yr, u'ra giving aerious ccnjirinraticn in tha aa 
licansas, but, o£ course, we ara not* 

Mr. Robinaoa trias to raka a virtua out of thu 
fact that at. loant aa it's alloged — that ”orox acguiroJ 
contro! ovsr thia v;hile SCM was ćoing it 3 v*?ry bast, and wa 
W 1H puc on tha ovicianca, 27 diffarsnt projacts trying to 
get lato this. 

SCH was not aitting cn it3 hand 3 , SCM was down 
at tha Fe&eral Trade Corami3aion urging the Unitad States o£ 
America to taks action, and finally it did In 1969 by 
baglnning an inv«3tigation, and when the ccmplaint was issued, 
lii:. 2!cCwllougli, chief exacucive orficar or Xaro.t, in 
Dscambar or January, calla it a nuiaance, oay 3 that the — 
and Xarc:c says thare la no jurisćiction for the Faderal Trada 


Comiaaion. 


Weil, SCM, if it was going to — and mada tha 


daciaicn that it was goingto try to ba a compatitor, it woj 
going to have to do something, it was goingto hnve to co.T.e to 
court r.r.d to be hsro. 

New, I aubmit, your Honor, that ia not a vica, 
it'o a virtue. 1 aa saying. it and not tha wltnassas, and it'o 
still a factunl mnthor, and an wo hnvs cltad in our brijf, tha 
lv.:nd;-v.ls of y anta of oquitnbVs principia ni orprojnod in tha 
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3 i! 


8 I; 


9 " 
y n 


10 


11 i! 


12 


33 




15 i! 

:i 


ló 


17 


' i “ 

. v i 

r 




•. i 


Lov 3 cata, evan acguioaconce to o continuiug vio.lation is not 
rn oatoppol to neaking a praliminary injunction to pr'*vsnt 
continuation of that violation. 

iour Ilanor, I hid not intendad to take what I 
ccnsider to bo greatar length of Una, but I kaow that you wantj 
co you had thass questions* 

TH2 COURT: There is unother thing I ant curious afcout, 

I want to have soma idea about what you havo in wind doing 

if you ęet over this hurdle, what kind of a hearingćo you 
have in mind? 

MR. KAYZs Your Honor, we have in nind a haaring in 
whłch we will ir.troduce ewidenoe, largaly docuiwntary, through 
wito a aa aa: that la, through SCM witneasas and through Xerox 
witnassea, to support our ehowing of probability of success, 

if not greatar, and to aupport our ahcwing of irreparable injuzy 
to SCM and to tha public. 

Ir. other word3, we intend to do what we unćor- 
ntnad thtCourfc of Appeala requirc 3 in a caue lika this, that is, 
to nubmit 3 vid 3 r.ce \/hich will sustain tha burdan roquired to 
for tha granfcing of a pralininary injunction in the ragards that 
we havo aaked in tha — in our r.otion, and / 13 we hnvaoutlincd 
in tha papara to the antent that ahcwing w ar rant 3 that roliet. ' 

T;;n CCb:*7s How ;nxny wiUr.ouaua da you harfa in nir.d? 

MR. aAYE: V.’j11, i co u.l cl to 11 bofctar Clt this g ta 
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I 

! 

bacauaa va hav« toan attoT^ilng to prapara for it and on tli a 

! 

basls — wa beliore that we can put on our casa within two weeks f 

i 

that ia, two triul wssks. Wa think that as all lawyers that 

I 

• I 

wa raaka niotakas, we think that it will — that is, SCM'c ca3e 
will taka no longer than threa weeks. 

I 

As to that, your Honor, as far aa we ara concamed, 
there is a specific problem that I would liko to addrssa ourselv? r s 
to. We would lika to cali Doctor DeSauer, who was the haad of 
resaarch for Xerox froa 1944 to 1968. He span3 the entire — 
virtually, the entire period, and wa would lika to do 30 becauae 
thera are a number of documents that he wrota or raceived 


that pas 3 ed betwaen himself and Mr. Wilson and various parćias. 
We would like to have him here for our cxamination, and we think 1 
that we would, as far aa that part of tha case is conceraed, 
ba able to do it in a day or less. 

He, howaver, ia retired. - Hs is 69 yearo old 
and as we underaiand it, ho livsa in Pittsford, How York, which 
ia near Rochester,in the wintortima, and Pompano Beach — I have 
it raveroed, he livss_neax Rochester — 

THE COHRT; I don't want to daal with tha opecifics 

i 

of any cne wihness. I want to ęat some idea of what you have 


in nimi. 


MR. /.'.'i Z z Wa would liko to knaw frorn Xarox wh*«th*r 


or not hc would bs prcducod. If not, it*a thn cnly daposifcion 
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thafe v *- r - Xi r c lite bafors Miy 1 , with tha pcjsibio 

t 

o;;c> 3 ?eicn cf a irorningd-iocaitlon &3 to oiruply to idar.tify c.irtuir. 
pacoli wAthla Koroj:' 3 oręaaisatlon, no th.it whafc I an sayin? i 3 
thii f.'*l that we wculd ba pr-aparad by May 1 to proeaad 
with that. 

•THE COURT: Do you axp*cfc to ccr.pleta your rosponao 
to tkair fiiaco^ary sufficiontly in advanco of May 1? 

HR. KAYE: Mr. Gotkin ean npaak to that. Wa hav* 
producad 32 boxas of doeinwnts alraady. Tha papara undor P.ula 
37 juotion ahott that by Fabruary 15, which waa_four waaks aftsr 
wa had producad 22 boxta, scma 50,000 doeusants, or acraa nuntbar j 

*w^..w % # www 44uai«4uUi^/ 5u0 m&n oay 3 havn been op^nt 
by that tira. 

MR» GOTKIN t Wa oxpact prcduction to ba co^plata by 
March 15, your Honor. 

THE COURTi la that diacovery or juat produotion of 

. * I. 

ćocu 2 \ł»nto? 

MR. C07KIN: I*ra talking about tha prcductioa of 

docuia^nta. 

THE COURT: I'n aaking about dlaco^ary, all aapact 3 . 

MR. KAV2s Your Honor, aa far aa all aapects of 
dijoovry aro crrnoamad, JCaroa haj noticod four daconitiona 
of £CM piOpla, ..md that io to b > co??Vi*\kI by th« wr»:< of 
April 27, tht nr i DCM peoolo ar.d Doctor Pollari: of Van Pyk. If ',/hJt 
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you J ro ying, i a nil ćiocoyery in thia c::t ! <ping to ka 
cosplatad. all dl 'co^a.ry ir. t:hin cri.-o, 33 it p:ri3 3:ifcly jt.rr.dj , j.-' 
going to taka r,*varai yonra, 33 1 underahnr.d it. And Xo~o:< 
hu3 3 -jo noticad dapcaifcioił of oLhar conpmlos otarting on April 

i 

29. Aj I undarotood your Honor's previoua ordor, it aafc May 1 
na a tcrget data for theprolininary injunctlcn, and ii whilo 
thia proliainary injunction hearing is going on, if your Honor 

ł 

sata it at chat data and Xarox wanta to taka thane dapoa.lticnj i 
in Minnaapolia and Laaington, Kantucky, w* will have aarr^fcody ! 
out thara to do it, but they will hnve had tha.opportiuity to 
ascaaina thoae paopla afe SCM that they wanted to oramir.a, thay 
gava uo tha notica and we raapondad, and, thsrafore, we ! 

think that the partiss ought to ba roady to proceed on tha data j 
that your Honor had previou 3 ly auggestod. 

THE COURT: Wall, tha problem apparontly is golngto córa 

1 

u? aftar lunch ccnceming isorae cf tha diacovary tiretabia. You j 
had p.ra*/ioujly rnącejtod 30 days to ans w ar or objacfc to corkain i 

intarrogatoriaa, and I allowed that. Now, tha roapcn/jen aro filori 

i 

and aa to 3 or»e of thera, wharo thera ia no objection, tha rejponae 
which in filad in time for tha daadline osys; w* hopa to rit it ! 
by Aoril 30. 

MR. KAYE: Your Honor, I didn't know that your Hen >c 

I 

1 

v;.u «•.abo«;t thia subjact. I didn’ t kitów it va.i ęolng to 

t 

cc.ne ip chi:; aftnrr.oon. I did not kauw that cny rogca it had i 
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."n^diS to tija to nddraoa that yubj-ict, but sinco it h’ij 

:und avićantly Xarox notifiad — chambero that you wara goir.g to 

i 

I 

c’o io, I wsuld liku to uddroHj it irr.adiataly. 

. t:is co jot; Ali right. 

MR. KAYE: Yostorday aftemoon at 5 o'clock, Hr. Piór 

( 

cal i ad Mr. Goldstein and oaid that tha response we served on 
Monday would ba brought to your Konor'u attention thia ooming, 
tha response that I understand Mr. Gold3tain gava Mr. Fłer was 
that wa underatood that Rulo 37 motion should be brought on 
my isotion, and thia was, in effect, 12-hour notice on thia point, 

Z think that tha procedura involved, as raguirsd 
by the rules, i3 to diacusa tha nattar firat and then to bring 
a nctior,, but lat na put that asida bacause we ara hare and 
1 want to deal diractly with the rerits. 


TH3 COURT: Lat's be elear what's at issue. I don't 
undarstand Xarox to be trying to short-circuit the Rula 37 . 
raguiraaenta or the Local 10 ruquirejnanta, but I aa concarnad j 
whan you tell r.s that thare ought to be a pralirainary injur.cticn 
hearing on May 1 and you obtained 30 daya until — 

MR. KAYEt Harch 3rd, your Honor. 

THE COURT; March 3rd — to reypond or object, and then 

j 

tha raapome luya: wa will provida it on April 30. 

.‘IR. KAYSt Th.lu hu to do with only tha neverod nutant 

i 

! 

inau«3 and cf tl.o 006 ar.d 301 ralnting to tha coatad papur ofćice 
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: copiorj which ha* r.o thiug whatao«vnr bo do with the pr 3 livr.ir.iry i 

I 

iiijunction which rulatas to ciula one aa to ploIr. papar ; 

; • 

orficer copiara. 

1 

t • 

That'a first, and I chould haVe r.entioned that 
>3 firot, Lecauae fchl3 was — tho3e interrogatorie3 and docur-ant t 

i 

7 !j reąuaato wers not servsd until Da canto er 3rd, and your 

j! ' 

& i Honor rocalla, in yoar rulir.g, that i/a had the undaratanding at ths 

I- I 

5 1 tima that the tlaewouldn' t bagin to ran until you decdded the 


1 o •: severed notion. 


11 ! Cnco you docided the patsnt mattars, it would r.ofc 

jl I 

12 ;• be stayed, so,in effact, wa hava responćad. : 

y * ! 

13 ! Lot rve go beyond that. Cn Octobar 15, whan Xero:« 

I 

lv aarvad their — Octobar 15 and 24, when thay aar 7 «d their 

li 

>5 'i rosponaea to our dociment roguesta and intorrogatories , thay 

1; 

16 1 an 3 we rad a nuaber of tham by oaylng: dofandant will — that la, 

r 

i? Xorox — will provida the documenta on roa3onabla notica, and 
li. as to oore intorrogatorioa, defondanb will anawar. 

19 In tho«e nnswaro thsy didn't nny whan thay would 

i' • 

'*0 giva U 3 the 3 a anT^ars, and aftar long nugotiationa, wo var* ir. 

# 

1 

i court hora in Dacarber on the question of tinse, and your Honor 


ro3olvad that. 


fhon Nr. Fior in nii lofctir to r.a nsk^d — thatia. 


2 . in Fabruary — a.ihad ir.a for a achodula of what vw wara going to | 

i 

do, no that.cortainly it vm porlactly c.liur wltli Xoro: , n 
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thoy wara not goingto answer. Th«s» ara mattezs that 
taka tiwe, aa that our reaponse on Monćuy, firat ag to the inter- 
rogitorios, wu that cj to the 32 intorrogatorioa - lot r .e talk' 
tiou, aa ho thd 32 iniorrogatoriej, we ars going to 
raapcnd and hava no objection to 3o:na 29 or 30, I <3on't want to 


hałd to praciaa nuraber, but my rccolloction ia that we oay 
we ara going to raapond to all of them and give tham the 
Information,anda a to two or thraa, we are going to partially 
ro.npond, ao that thera ia virtually nothing loft with raspect 
to the intorrogaiories and aa to that, wa wsnt bayond what 

t 

Xorox did in simply saying we will giva them the anawera, wa 

0 

oaid t/e will giva you the answera on or befora April 30, 1972, 3 c 
that insofar as that is concemed, and thase are — 

THE COURT: *74. 

• • 

rn. KAY3: Did I say '727 1974, I naant — insofar 
as that is concemed, your Honor, I think it was mora than 
reasonablo and nora than reaaonabl 9 in tonią of the highly 
tochnical patant iaaua nattara all rolating to tha i 3 evarad patent 
isoues. tors than roasonablo in the light of what wi were going j 
to da on tha doccments on this navernd patent issue, rsloting to 
the — only to coated papers, to 006 and 334 petenta. 

THE COURT: Weil, I’n — 

MR. KAYEi On the docunents wa oaid we would mąko 


larga nctjn of doc 


anta avuilablo for uheir lRupaction 


j i- 
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i 

i 

i ? -il IG, uad chat prior 'co hhat ci ca va wara goi.\g 
to g.Ua ih%® lafor:&atl«n .13 to fche pl.uaea cr.J locaiicnj of fila*. 1 

*•- hv/a alroady JLtlanUlficd Ir. thr^ia losutleaa 

i 

l-a:*».90 - Al ? cablr.eca of dccurentu vhich ccntain jaaay# a.*v/ 

‘ i • 

docuronto rs£pcnilva to thoae roąuestj. Thulong and tho ohort 

i 

of It io, your Honor, that firat aa to tha ąuaation of proliniaory 

i • 

injur.cćion, thiu has nothing to do with lt, and oocond, aa fur 
•-» our r^apense i3 ccncemed, w* thiak ii wa 3 onfcirely 
raMoaabl®, and if Xarox had any coaplaint aa to tha rftMcnublar .Jas 

* I 

of t.aaf respenata, then lt should hav® followad tha appiooriaro 

I 

procedura*. 

i 

TH2 COUHT: They ha’/® indicatad that they want to 

• • 

be haard. I had thought thay had allortad you to tha fąct thay 

. i 

wanbad to ba haard, not neceasarily to puraue a Hula 37 moticn, ! 

I 

but airply to make thair positlon knewn and ir.vita such 
roaccnja ca you cara to aaka. I indioatad I would glvo tho» 
t h ci i o pp c cfcua i ty. 

j 

K«\3Et I haard it about o qvurtor to 5:00 yajfcarclay, 

i 

that* o Yuiafay. 

TTfE CGduT: I will uay, .lt corea aa n aurprlua to rr.r » 
to t.'Xsd to «łxt«r.d th3 doadllna to do corcathing, and thtn 
ontar.d tho dnacUlna and thon fiad thufc th i do idlLu ia 

i 

r.au I:y ;»^yi.:j: :»j will tali you 1 atsa. Xn othar *.• i:<» , li y.r» 1 

# » 

nn uli * Ij.ię.or to nnuw-ar tho ir.torco:; \totio x woali hr.-i C-w, 






to 
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/ 1: 
i 1 ' 

C I. 


> , 


io ;; 


ii 


ii . 


•«. ii 

u I 


16 •' 

.7;! 

ls 


19 


yoa ‘.ro-jid hm toJd r.s that you nciJed it and soen whathar 
fchai Wdi :;gro*.ioi;j, but you c^:.;a in and you naed 30 ćay.i. 

■* »j uli ri j.it, X wili glva you 30 d.iys. 

Ma * KAYS: Your flor.or, va ciakad fc- 30 days to 
r-aaponi, to ocjact or ofchorwine pioad.* New, we — 

?H3 COUr.T: Whieh do*s thia do? 
iiR» it objocte and it otherwise plaads i n 

thia -- in the cero rogard that JUron did when thay oerved — 
th«y did not com to court on October 3.5 or prior therato nnd 
oay to your Honori we need unfcil May 15 to anawar thoae 
intarrogatorias, Ali they caid wis: we will inspond. They 
dldn' Ł ov«?n giv»* uu adato. 

How, in thio inatance, Hr. Piór wrote me a 
lottar and sald: give me a Schedule. 

Now, we have given thnn a s che duło, and thio i a — 1 
your Honor taUad ?.bout the cost of litigaticn. Thio 005 patent 
litigaticn ia coiug to ba vsry, vory oxęensiva. 

TUP. COUItT; Lat .co jur.t try to clurify one thing. 

% i • 

If tharo VM3 any doubt abont it b-icauaa thsro ara discovery 
dtiadlineain thia cna, and if they ara not corcplotely uet, they 
ara going to ba oat, and they nre 3CT.«vhat rolated to the Litton 
litigatlon, .ind I v«infc cciuiial in thi.j cnoi, if thera was cny 
doubh bc*oro, to undarstand that a diocoyazy daadlina, wh j:i 
tharo '• u data far scrathing to bo tilrd, dcci not r.*i.in tli\t's 
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tdata >o co:*.* ?'łś ł . rnli r.e -Wiat i.t will hi dsr.9 ni a lutcr 


dato. 


l'ow, ccaaibly that wns loit unclaar, but I 
want to olinlniio fchut aablguity now, that if on intnrrogato ry 
is to be an3vr«rad on a givan d;\y, that r.aans it’a to ba 
anawered. If a rcan ia to ba dapo/iad by a cartaJLn day, that 
doe3n’t tnaan that’3 the day ve vill notlca his daportition for 
six nonths hanca. 

Tha daadlinas raan the ond of that phase. 

I don’ t know what Z on going to ćo with thi3 problam. I huv« 
not haard what they want ne to do, much I 333 giva a raspcnue 
to what they vrant. I don 1 t went this problem to nrisa in 
tha futura. We will have to bo back at 2:00— 

MR. KAYE: Dó you want us back at 2x00, or do you want 

I 

to hear — io thars anything loft as far as Xarox ia concerr.ad 
cn thl3 point, on thase'patent interrogatoriaa and docuraont • 
rnguasta? I don ą t know whothor your Hencr han anything o In 3 you 
want to tuku up. 

• • 

Tk 2 CO l’K7: I want to take 1*9 ona thing with yor. cn 
tho basie iusua. Lat 1 3 find out our ncl.adule. What do you hava 
in nind? 


MR. FIT!’.: If I ha/e r.bout tan to £lfte«n cinutas, 
that will ba adagi.jko Co r n.*. I would hop a that Mr. Kayo wov.ld 
hav*» no .e raapnnu*u to th*s •i:.*.; tlona U»V: l*r.i going to rola a. 
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TliS CCUP.T: My. robinson , do you conto-^lata ony 
argirtenb •..ith rcrip-act to tha iojunction inano? 

HI?. I>D3IHI30il: I would lika to tako cbout five niriutno 
ia rąbuttai, your Ilcnor. 

TliE COURTs It appeara wo aro going to hav© to cctaa 
back at 2:09. 

MS. KAYE: I would go on with a co u p la jr.ore pointa. 

TI1I2 COURT: Mr. Robinson'o point io **•* at loast ona 
of hia pointa — io that you have not mada any adeąuate ciula 
or irroparable injury, and I os I underotand your rosponee i»: 
essentially at the haaring we will give you tho cwićence. 

Now, I «a u littla ccncamed vhuthrr I rsnd 
to choose thoae particular altemativ3s, or whethor tharo 
ia not sonie obligation on the plaintiff naeking what is at 
loaat the unusual, if not unprecedented, romedy of a prolirainary 
lnjunction in the Section 2 caae to particulari 3 ft_tiłO clain 
of irraparable injury, rather than atanding on tho somewhat 
ccnsluaory allogaticn that, yea, we hav» bser. or will fca 
irroparably injursd, and what X'ci wonderlng io whather your 
burdan ia not only to particulariso your claln, but perha?s 
to r-ake a rather ontonsiva proaentatlon by affidavit and offor 
of proof cn what it io that ourht to roquirc thi 3 haaring. 

Aftor all, nany prolinir.ary lnjunction*, ir. 


generał, cnd in antitru^t, ir. partitular, ho"/o fcesn rosolvsd on 
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affidavitn. Thoy havo not baan multi-\»3aX trlaln, and I ara 

i 

not nur© chat Maro': r.oeda to accalerato i to cliacoyery and prupare 

| 

witr.sasjs *nd ov»n cooa in prrparod ho erosa c:'.a.nin3 your 

i 

witnassea until thora ha3 baan an adaguabo ća.nor.strafcicn oa 

i 

a fi i da''ii that at lsa3t you hav* a procise clain of irraparabla 
injury, r.ather than just tfce nahed ploading. 

I ćon’t oicpect a raaponaa instantly. 

HR. KAYE: I*m preparod to ro3pond, parhaps — nunfcer 
one ia that Maro;c has aaid theso-are iaauas of fact. Tha Co ort 

I 

ł 

of Appealo for thaSaccnd Circuit has nandated that where tiurs ari 
insues, thay ara not to be ra3olvad on nffidavit3, and that 

whera thara ara plain i33ue3 of fact, thero has to bo a haoring. : 

• • 

Now, in the aarly charabars confaran-a I roforrod 
to the fattt that in tha Vesco case, which was a thrao-nonch, 
aa I undarstand it, prelininary injunction trial or hearing, 

the Sacuritiea and Exchange Cormiaaion had ccjre in with a 

. . • i 

* i 

pile of pap era of groat sina, and tha court dacićad that iasues < 
lik* thin caanot bo ćacidod on affidavita and roqairod tha tri cl, 

i 

* 

and in the Spectrum ca3 a, la.it fali, tha Court of Appealo caid 

i 

in unaintakealOa torrs that whera there ara iasues of fart, thosa 

j 

iasues r.ro to be tried out in an nvidontiary hearing. 

* i 

THE CCUF.T: X fully undernt.t-id that point and 7 r.j-a* 

, I 

w.lth it. Tha probl.aut.in that ut tha ns.r.ant I ’t. loft on,rew hot 

. i 

unu.iiight^rsd aj to what thi iojuas of ract aro, particj\\riy 
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with rorpuct to chi claiT. of Arrsparabla injuty. Andistro of 

1 t - SA ‘ t fcaiv * :< lj r.U;ad in anv cas* by tha 

conslusory ploading. 

MR. Iś;\YZ: br. fcbin3cn raicss cli isoue of foct that 
SCi ćcean 1 t n«cd any of this raliof. We hava claiatad thattha 
roliof khac .ia as kod for is noećad, that it io vital to sCM's 


“bility to bacossa a conpetitor. That 5.3 cn iosua of fact, it 
caeaa to na. How nush that nstsd ia, what va n*od preciaaly, 
what tha rolief i3, tha ultimata raliof, whethar as broad 
as ./a want or broaćer thaa wa want or nsrrcwar, that can oniy 
await hearing tha witnessas and saaing tha docurents, not only 
f.vom 5CM,but rroiu X^rox. 

Wa have aubaittad toyour Honor entracta from tho 
Xnrox 1972 long-rarga plan, and ona of tha raasons why wa 
asKad zez tha relief of allcwing the business peoplc to saek 

i3 that tha vory facto oot forth aa Xerox viaws it as to what 

. 

i 

iu golnę to happan in this business io itielf oalf-evićanh of 

* I 

t 

tha ir.raparabla injury that'3 going to bo inflietsd cn SCM 

! 

trying to dosign a machina thatwill corre cut tioru tira in 1975 , 

. * l 

f 

trying to markat a machina now that Xorox two waaks a i tor r/o got 
into thls raybe a yoar in adv<inco nnnocncairant nbout a machina 


that will way out-do thls machina* 

No - ./, your Horror, I \:ould raspaetfiilly cuggast 
that tho papara \.n put in on Dacarnbnr 7, thit 1972 long-raaęs 


i 

f 

! 

j 

i 


i 
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i 


plan, shcv‘wby SCM and ofcher pctontial conpstitors aro balng 
inredistely irrepsrbly injured by what Xarox itsalf piana to 

ł 

I 

do ćor.crrow 'and th-s na; ct duy and cha na:<t a i:t months»,..nd 'cha 
na:«t year, and in tha nsxt fivo yeurs, and how thsy want to 
chaage tha er.tira structura and tha look of this business, and ; 

* • I 

obaolata and so rany other machinos. 

Now, I can’t tastify, and I don*t want to 
teatlfy, and I think we ought to gat to the question of whether 

• i 

or not thara ia irroparabla injury to SCM and tha public; indaed, 

* I 

i 

the queation 13 that the Court of Appeals ha a sald poasiblo 

irraparable injury whera there is a posaibla ohowing of bucco33,| 

! 

and if we can show at thia hsaring that aa a matter of law tha • 

i 

market is plain paper officar copiers, tiien rany conaequences 
will tollow as a per ce ratter. 

i 

I’m not saying that wa ara going to ahew to a 


lagal cartair.ty that Xero:c is a monopolist of the rolavant 
plain paper officar copiar market, but if wa show just a mila 


loas than that or — then tha Court is going to ba in a position 

* • 

of baing nbla to view what tha likeli outcox.a of thia caae io 


/md, tharafora, to free Xarox — froe Xoro:t for SCM and for nil 
the ethar potantlnl ccmpetitora, lik a SCM, who ora strugglir.g, who 

i 

ara hungLng on by thair fingernails, trying to otny in thi.i 
buair.es j. Vh.it' s the irreparablo injury, and in ordor for 


SCM to try to — not only to market ona machina, but to try 





łN 


\ 
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tfjoiep ctfctr to try to ;r.ik- u? for 13 yoara. 

lf we shw at thia h-sarJLng that :tezox back in! 
1953 unlrwfully rtfrasd to grant tha lican-ie nad thoy. 

! 

tharoioro, gair.ad tan yaara of tlr.o not cnly on SCM, but 
ov3rybcdy alsa they rafused, then thia Court osad not alt by 
for the no-jct ton yeara and watch Xarcx add cn and add on to tha 
gjnaral injury to the public, to tha injury of SCM, which i .3 
juśt cna of a nunker of fow paopla who aro trying to bo 
potential conpefcltcrn, we don't have to wolt and lot the 
further intervaning aventa ainka it oven harder. WE dcn't hav« te 

k 

put SCM in the poaiticn of juot bsing a litigant in 3 uing for 

i 

ncnay. SCri ianot in tha bualr.ess of nuir.g, SCM ia in the 

. • i 

i 

buslnaj j of trying to sarkat produeta, ba it typewritoro, Office j 

• I 

copiaro, plain paper Office copiors. 

. 

T2IE COUHT: That'3 why I would think it vbuldn't bo 
vary difficult to particularica the claira of how you’rabeing 

i 

hlndsrod in your cipreity to market or njunufacturo olain oaoo.r 

* * • • 

» 

ccpian baycnd whlch it hu3 .gcr.e thue far, bacauae that*a 

i 

sair.athing you krsor vary nu.ch about, ar.d you uhould not hava to 
niy on thair loag-range plan. That'3 not goingto tali you 
why ynu'r-5 having tUfficulty devalo?ir.g a prcduct. I would 

0 l 

think that tha ruttor ia auscoctiblo to ;nor 2 parblculnrication, i 
wkethar it nosdo i?:, that*a a fair q*oution # *;hy I ruit* 

no you i:an glva u o “u thought to whethor you bal love tha ple ad i Ag j I 
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iiddquaŁaiy cali ior aa oąportunity to put on prcof or whnthur fchay 

i 

ought to be nupolor.entad in acra detali. | 

ilR. KAYEs I don*t kr.cw whather you want ua to go j 

h\cr> to uhe nr.plification of the original ccnolaint. Ona c 2 tha 

•I 

funcfcior .3 of the original ccmplaint wao to chow the factual 
r.attar 3 of the ir.duatry in greatar datail. WE want into the 
quodtion of the impact that Xorox ha 3 in hurting co:npetiticn bv i 

i 

virtua of their broad product lina, ths illogality of tha davaloo- 

’| 

r»nt of that product linę, the position of acrabcdy who hau only 
one product or is trying to davelop ona product aa againat 13 . ! 

I 

Uov, Mr. Robir. 3 on ha 3 referrod frcm tina to tir.e J 

to the original ccrcolaint cr.d in terma of amolification, I a.n not 

| . 

saying that this answers your ąuaation, but I'm not 3 ure that 
in ampli fying our claim that we would not, in larga part, be 

• i 

retuming to what wa exprs 3 sed at the vary beginning of thia 
lawsuit, which wers the various arena. Aa far n 3 irraparabla 

i _ 

i.njury md Raak**Xoro:c, we can't withowt riok of an isanad.lata 

I 

patent lawjuit bagin to markat machina* in England and France. 

r 

l 

Wn had that oxperianca. Whon I aaid wa have had that — I roaa, 
juat co in v;orld 1 ‘ockay, whara Judga Higgonbottcm naid you 

!. 

aigned fivo, you dcn*t hava to vralt for the ro 3 t of thnau Aro 

• * I 

we golng to spend rr.illiona of dollara to go abroad? 

• • ‘ I 

VilJ CuJ.Yi: I don* Ł know what tha cl ai.n la ani 

ł 

oxcapt for thoclnJ.u you tnudi tchay that you c .n* t atford to d-»i.snd 


i 






4 
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* 3-iifc, I krów what tha cl a i.a l<j c i why tha proapectj c£ 

a suit irraparably injurea you. That cjrtainly ia not a 
3iilf-evićant proccaition. 

t!3. KAY2: I think that Zenith againafc Kaaeltlne — 

THE COUF.T: Ha ara going to hava to cunpend. I wnntad 
to indicaced to you aa aroa of concan, 

Wa will suspsr.d until 2 o'clock. 

(Racaas taksa for lunch.) 


'! . 


I 
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AFTE?;!śOOIJ SESSION 


Mil. KAYSs Your Ucncr , c.fc the vcry clccc c £ fctclcn 
befcre lunch, I think thct you ecid scrcthing nlcrig the li:c—, 
well, we cen't dc fen cl this cero, we can't dcfend the caec. r 1 tk: 
thct ycu — thttrencrk, I think you undorciood my remerks in vt r 
of the enorneuc crpentc of patent liticaticn, eu wcll łd 
entitrusfc litigetion, co beiug one łn tcrmc of SCM cud its 
mcnŁcjement of incklng deciaien, given, lor ©tempie, £CK*c lot;; te¬ 
in a bucinesc of how much aro you going to ccntinue to etpenć 
in your on-going businecc for locing, how much mor© money' cen 
you afford in tormc of that lino of business to spend for 
rea&crch, edć to thct the expenses of litigetion. Af sono poin 
in titre it becomen a ęueetion of a jućgtnent that in tenac of 
the amour.t of money being cpcnt on that effert, it iu so 
anormous that with cli of the ettendant risks and the probier.^ 
and the attempts to get into the businees, then a businetEner. 
dacidec thathe ic going to ctop. 

l'm surę you did not unócrotend my remarke in 
tema of anythir.g other then that kind of epproech, not c 
quceticr. of whether a pcrticular company hao the funda, 

SQi hec other lince of bueineso which are profittble buoinertca 
but it nurt make decir.icns aa oll businessman murt make 

7 

decic lor.c ca to whether the effort is worth tho cancie’, and 
thct cifcrt includas m*t tłu: crpensco ero. 
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5 
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7 :! 
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9 ,, 

jo ii 

» 


12 1! 

13 li 

i 

r 


15 


16 


i 


17 

I 

16 |j 

19 , 


il 


20 


/1 


22 


2-! 


I think thic ic the point — in Elcnder Tung 
thc ccurt talka ahout that when scmcbocy ic going to go into 
a business, the euectien of cr.try barricrs, arc there patent-., 
you havc to figurc in cc & cott of fcucir.ecc, and often a vcry 
cubstantiul cont of business, havir.g to defend petent suito arcl 

i 

• • • j 

you rosy — that nay bc a ccot of bucir.ets which ir.ekes short-rar.cr. 

i 

and long-range tho kind cf business so ur.profitoble or potentiaI.lv 
unprofitcble it’c not vorth tho effort. i 

. . ,. • I 

That is en anticoir.petitive effect and it is 
not to ccy thetit ic an illegal enticoxpetitive effect if tho 

patent hae bacn accjuired velidly and it is being exercised valićly, 

. 

but it is — either way, it’s an anticorrpetitive effect. It's 
an unlev:ful anticoropetitivc effect when the potentee who holda 
thoac patents shculdn't havc ur.der the antitruct laws the right 

i 

to exorcise th&t power, under the antitrust lawa. 

i 

THE COORT: The pertinent cueetion thet I'm concemcd ! 
about is v/hether that effect tttay lead to uncerteinty thet a 

I 

Corporation haa, es to whether it ohouid engage in the 
develcpn.ent, the adroittedly cjcpensive dcvGlopmenć of a new produet, 
uncertair* as to whetht.r they will run up ageinst a valid patert, i 
if they go into thio, whether that uncertainty or the elimincticn; 

I 

of that uncertainty is irrepsrable injury for purpoees of grantir.ę 

r 

prciJminory injur.ctions, thet ccrtairly is ono cf the isaucc 
that the i, o brielV. c to rc • 


i 
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I 

HR. KAYE: I tkir.k in the opiniono of thc Tenith cc/.e, | 
fet enamrle, in the lYt-9 decicion, the court says that the s&r.c ; 
argurr.cn t thrt Xcrc:t hac nada herc io singularly unpcrpuacivc, 
that Zenith's cficrts tc go into the Caneaa market without 

I 

a licensc frora the Pocie, creates waiting risks and they 

I 

jugt — the Suprema Court just rejects that argument in total 
that Xerox cer. raiee. 

THE COURT: Mcc that a prc-lininary injur.ction? 

KR. KAYE: It was not in a preliminary ir.juncticn 
contert, it wao in a retroEpective damage conte^t, but the court 

also poiht3 out that the problems of proving damages, even as to 

• • • » • . • • « . • ... 

past damagea, aro enermous, very difficult. Ycs, that is 

irreparabie in ~j ury wher. lt'u very, vory cLifficult. The Su^-re-ic 

Court of the United States saye that — 

THE COURT: Is there cny caao where a court has grar.ted 

/ . ... , ... 

a preliminery injunction on thc besio that doing so epared 

a company the uncertanties attendant to the business jućgment 

f 

about whether to invect in a new product lino? 

KRV KAYE: I will eay, no, in precieely a new 
product lino, but ac to businessea, ct leect eix of the cascr v:e 
! cited, Minolta is one where the court four.d irreperablo injury 
where the deiendant refused to chip to Califomia, and veriouo 
other States, wherethoy had nevcr acne thr.t beforc, and where 
thcplnintif£ caid: I have got — I'm a nationwido busincac 
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b 

9 

IG 

11 

12 

13 

12 

15 

16 

17 

18 

19 

20 
21 ’ 


tnd I cl n*t c^rry on without it, and the court Ei.id that th**. 
ae-cr.cunt, if it continucc that rc. e t r.lin t,vh ich it had contin.r.d 
frer, in nil itr. previous uoclinos y-ouJd irrepcrahly lnivz: — 
ycr, the r.r.fy c:r — in thc KCI cc.sc* and World Lcckcy_ 

1i:e COUP.S: In the trcditionel refusul to ocal 
contcnt — . 

t 

KR. KAYEj The traditionol refusal to deal contcy.u i # ' 
; vhe.ro the two F*rtiea hcve been dealing, and o.ne ctteaptc tc out 
. the other off, and thcinjunction require & them to go on wifch 
i that dealirg, thafc the traditicnal, but the Minolta caeo r.ircr 
DOt thc tr&ditionnl ono as doeo tho MCI case end & 0 doeo World 
Kochcy and aoes Unicoau and other cases in thc not so traditionr.l 
• contcxt where the dcfendcuit never did what theplaintiif wento ! 

•| bofore ' but whe ™ the court finds irreparable ir.jury to tho 
•: P lŁiatif * if the defendant during the pendency cf the lawsuit 

;! doesn,t «ng^g<a in the business relationshipo that the plairtirfc 

!’ want - . Ł 

|; • • 

THE COURT: Your point, es I understand it, io a littlol 

i di£Terent then that, it's not thet thtro will be that kird of I 
"• lnjury# it: ' c that your client oucht not to have to takc the r<rfc ! 

} I 

r ° f lnvestir -g suao of aeney not knowing whether or not i.t 

jj tho end it will be ablc to coicpctc or iaco vulid patents. 
j KR. KhlL: My Client &£ya: yeo ~— 


ThE COUUT: The World Hockey Associaticn ćoenn't r:y 








E 688 

Proaeeding8 of March 6 t 1974 


105 


6 . 

.i 

r 

7 ii 
I; 

• * 

8 >• 

( 

9 i; 

,o i! 

(i 

u ; ; 
ii 

12 ‘i 

V 

i: 

13 

(i 

u , 

•I 

łt 

15 , 

i! 

16 : 

t' 

17 


ct 


20 

21 

22 


that. Thoy didn't sty: Judge, we havc ęot. a lct of ploycrs 

i 

cr.d ve aro perfcutly willir.g to go into the business* Łut ve 
would hi.te to hr.vc: tc spcnd cli thic mor.cy orły to fira out 
thct we cc.n't do it. Their pcir.t is: we cen't co in et cii, 
wc cło 1 1 oet enycne to csru to tho hockcy gemcs if we cen t f - ^ - - 
these playerc. They wercn't tclking Łbout just thu rick of hev Lr 
to ir.ve£t noney not knowing about theoutcomo. 

KR. KAYE: I think \:g Łrc nov; tclking — I 
respectfully tuggest we ere tclking about two peir.ts. I ery thct, 
and SCM eayo in this case, without tho technology and tho 
people, yec, SCM cen't be in, first o£ cli,tho technology lnvel 
na to even a frecticn cf the 19 raodelc or machinas they ha\c. 

Yhey can*t bo in manufacturing them and, theretcrc, they cen c 
be in tnerketing, so that the answer Ig: yes, therc is thct 
irrepcrable injury because ofboing deprived durir.g the pendcncy 
of the lawsuit of nil of thoso irattere. 

Now, a 9 related to the ąueation of conrputaticn cf ; 

* 

danego, wo era left, if we have to wcit until the end of the 

I 

lawcuit, with the problems of uncertainty. I 

Now, when the Supremo Court ir. Eigclow end tho t 

* i 

Story Pcrchnent ~and Chief Junticc Stoue in tho Bigelcw er. l. , 

t 

ac woli ec in the Haverhill cecc - which was cited by Xerox 

i 

preuiously — thtr o aro grect impcndcrchlec end uncert&ir.tic -, 
thct*s whet Eenith r.cyo — c\cr. in tho past it'a vrry difficv?.«. 


i 
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1 



figuro out dcjnnęcs. 

New, thc fcct 
^ respcncifcility v;i.th the 


that 
ri sk 


the v;roncćoer b*,cr:. - 
of uncrrtcinty, doecn 


- h;.r 
•t l i: 



5 jj out the element of uncertainty. It ruty bc thc.t bccauet of f».. 

. ii 

c |j uncertainty that thc defendant rcy result in lecc becausc, rr 
7 | Chief Justice Stonc sard, thcra is a ccy])a and charybćir , 

p 

herc the plaintiff cven uncer this rule is not entitled to 
ĆŁT;£.rec v;hcre thcy cre cpecul?.tive or guesswork, and 
what dld the court in Zer.ith ~ seys as to damages? Thcy trifl 

t 

co to the past, it*s very difficult, but certftinly aa to 
the futurę, that is, after the day of the trial up ir.to tho 
13 futurę, every lcver court in the U.S. v?ill cay thcy arc 
]A epecuiativo. 

15 So that your point this morning with Kr. Robinren 

16 was directly in point, because if we are denied relief rew cud 

17 can't — to the extent that the Court permito in viewing thc 

18 alleged illegclity of Xerox and getting us into thie business — 
if v?e havc to wait until ten yenrs fren now to begin that procrcf:, 

2° nt leact according to the Supreno Court, we — speaking — 

dcscribir.g it in terr.s of what the Diatrict Courts wculd do, ic 
would not be nllowed to h;rve cny futurę ćcmages, so that wo 

I 

i 

23 arc irreparably injurcd in terma of that futurę bcyond. 

h i 

Our nbility to ccmpete hen been lesnened during 

i 

2i tho pendency of this lawsuit, but I ccre bt.ck to thc point- t’..r.ć 1 



9 I, 

10 
11 
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msda.thin mornirg, whlchic, 5CM ir one ot a tcw, pezhapn a gro.-.t: 
number, of peoplo thnt war.te to be ir. thls b us1tc.se . 

SCM ir. t.n organizetien of pecplc, it’c net 
inanimnte. These aro people who v;ant to engage: in tbe bucir.orr 
prccess, they want to enęaga in the corrpetitivo proceec, and 
went to do It baving acceas to thoso essential ingrcdier.tr thr.t 

cre recuirod to do it ir.. 

tire not in the business of bringing la'.cu_t- 

for the suko of getting money at the end of a lor.g timo and 
beyond that tho whole function of the ctatute is to prctect 
the public in tercet, and this brings me to tho point that you 
aaked beforc lunch. 

We think that your Honor need no further popera 

on the question of irreparablo injury. And I hcve not trica to 

• • • 

| I think that I have been trying to respond to your Honor'c 
i ąussticno rather than develop ar.y argument, and I didn't intr.nd 
to develcp any argument beceuse I think it'o in tho brlcfn t 
ve have it&ted it fully and eufflciently, not only ao to 
irreparablo injury and other things, but that — at thin junetu 
unieś a tho Court detenninen thnt Xerc::' is persuaded by 
Xerox' 3 argument thnt aa a roatter of law, our pepero do not 
euggect any possible irreparablo injury_ęny poecible irreparch 

injury r.t cli, then we should procecd to the henring of a 

• • . 

|| prcliir.inary injunctio.n, jurt. in the r.arv.> manr.c.r cz if I f - r 
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ccr./-lr.ir:t ar.ć if i~o n.otic;; tr. dieriisi: Lr. wada nr ii e. meci^n to 
ólsr^iis it cuir.it a, cr Li no r.otion for aortri&ry j’„oęr.Tient Ar : ; * , 

i 

in cicor to ccc cc i r -ł 1 cno to be able to cor^c to cotr.t, I c 

i 

|? hevc sub.-cit prelini.nary pancrs &c the pleir.tiff in orót.j; to 

f, 

; OP t to tri. cl. 

I 1 

! 

T>:s CO UKT: Kot necceaarily. One o Z thc thinęc t):ct !:.• r 

i 

be^n donc in this tyr.c of suit, Judcc YJEinfeld hco dor.c it, 
ic to reouirc before trial cn Dcritc c very aetailed pr«8Cntc.i.\.: 
of proporca findir.gs of f&ct bo that it will bo elear what thc 
plainfciff irter.de te prove and try to eee if the itr.uee ccn bc 
narrowed. If that's appropricte cn tho merita, it seams to mc: 
it c \ii ry approprifcte in acv ł ance of the rather unucu&l, if r.o^ 
unpr-cedentttd reąuect for prelirainary relief in a Łactitn 2 ca'.:.". 
So it doesr^t necessarily ioilow that once you get past the cMAcn 
to aismisa, you areinto tho tricl. ' i 

• l 

KR. FJ-Als Judęe Wcranafci hns rai 1 eo tęcinot thc 
ęovemrarit for the thoucands and thouaanĆG of prperc thc. t we z c 
put into cvidencc in both tho Crinncll case and tho United Chce 
case and aaid a few ptpera could have donc. 

. Ko aro tryir.g to follou that epproach. Khcihrr v:c. 

i 

are succecsful ct it or not la another gueaticn. If, in a 
Section 2 cuc, which io cf much grett.er importance to the 
Public and to thc privato party — becaube cf thc allegcd 


aonopoly that Keto. hau thrcugheut thia bcrii.crc and which 
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2 l! hopes and iutcnda to keep for the nc>:t 2.0 yearo, anć wfcich it 

3 !j han had for the ncs:t 15, in a monopoly ccsc, fili the niora reatcr. 

ti 

i* 

4 !! for a prelir.iuery injunction heerino et csmoareu, lct'r, F ay, te : 



— tothe hearino that'c held cn a SEction 7 cae, be ii Guli' 
Western or a heering thafs hołd in the co case for thrcc 
monthfj on eome financial tr&naaction of a £cvr inćivićuals, herc 
Ir a caso of major public importancc afrecting the entirc United 
States and conetiercial business. Ali the morę reeeon for heering 
as early as possible a prelirainary injuncticn. 

How, your Honor did ęive Xercx the opportunity 
to make & rooticn to dicmise, and it seereg to ue that unleso 

I 

the Cou.rt can ćatcrmlne as a matter of law thdt therc ie no 
poscibility of any irrep&rable injury to SCM and to the public, 
becauea once we are here isthe Court -- once we ero here r.howinę 
that wo are one of those potential coropetitors, then the Court 
hac the power, indeed, which it ouah' to exerci&e if it fcee« 
thet not only v;ill SCM bo injured in certain respecte, but the 
public will be injured in many ether rerpecto, to grant very 
broad relief. 

So -that unler.s the Court makes i ta findings of 
fect and conclusior.s of lew under Rule 52, in eifect, denying 
our reotion for prcliminary injuncticn as a matter of law on the 
basie that. thr.re ic an asbunptior, that vo will prcv« to a legel 


i 


! 


ł 


t 


I 


?5 jj cert alit ty the aiieęet^cn in tho ccnplLirtt, but n*vertheitsf;, i-:; 
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rattcr ci li'.**, tbero ic no rccnibility c£ irrcprrsMe irrjuiy, 

: it r^r-n te r.ss thnfr vfc*t ic rcąuired jr. order to custc.i* f :v 

I 

j; Mtłe - ł ' t! ' Łt *« Łh - wl * or. viti» the* hc.er:r s tri ti.-.t tU 

r 

i 

; vtriet£ thinerc thet ve have $ct ferth in the irtaertr.ćur. £o rt u, 

! the irreperabl.c irjury. 

| 

! I herc. not cpcnt &Ry ti.no thie iroming, for 

]• one- rr.: 11 cxas;j'łc'» co to vhy v;c «;ł^ there ir. 

irreparab^o injury vfcich tkould bo rcr.oSlcd by virtue of g-v 
us the long-rancc end shert-renge plens. 

I£ we start frort the ecaurtptlcc. thet Xercx ocrc 
harc this encrmcuc monopolistic positicn, technology one loro?., 

,i mc.r/:c.tuną łx; other ievcl, rr.Łrtufi.cturir.ę eriother Jrvil, er.ć V ff v 
fc-llj.cnrf oo ćollcre of. fcle.c heve proćucpd if the r.illic^c er 
vnctr\xr the r. ur.be ro of market resecrcli. efferta, a. thouatać tu er. 
of eur market rececrch effortn and all of those efforta we 
iJlcgel er.d their nttcnpto to gcin the r.ev; oppertunitite ezc. 
iMe.ęal,thc.n fer cc, br.rely in the buoir.ees ar.d bcrcly trying to 
jj krenk businece, for uo to fil ter our v:ay Lkrough tltic 

i 

j serscf icJ.d, ie would be appropriate to let us kne>w v*hat Xcrc*;: 

| 

hes t. ccur.ule.ted illcrully, ve ccy, es to whnt ero tho kinćc ni 
thet cuotcrr-.ers ero looking for, vhnt dircerion ero they 
gr^ng \fith u purticular mcchinc, ore vrc going to with whet \:o — 

; Ł.n vc goii.g to bur.p r.guare :.rto then c*.d kncck nr. rieiit cv.t of 

i! 

,, . : r . i.'.*:._rr.r «., ro thr.t ve ca at Icact iry to curvivo in t) <v 
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bualness. Wa esk only for the opportunity to try to develcp 
that record. 

It is difficult to see how, given evcrythino vc ru ; 

ln the amanóed coir.plaint, to be true or tho strongest likclihooo 

• % 

of being true, that there is no irrepareble injury to SCM, an 
aómitted poter.tinl competitor, and admittedly in Xerox s ovn 
papers sornebody vcho they epecificelly ir.tended to exclude front 
pl&in paper offlce copylng competition by their ovm documento. 

I don't %$ant to say that to your Honor, I think 

* * . • 

that ie d tender of proof, ec vre ten de red proof Dece mb er 7, 

. 

as we tender proof on this matter, and we hope, your Honor, 
that ws — that your Honor conclućeo that we havo overcome the 

1 

two itsues that we understood we were deeling wlth, or 
subsidlary issues to the one main issue, which was: should our 
rootion for preliminary injunction be denied as a matter of law 
rlght now. 

• • i 

.If, and to the extent therc is any narrowing of 

% 

our-opportunity tfc tho preliminary injunction hcaring to pro\c 
anything or to seek any relief, to that extent tho moti.on har. becn 

! 

denied as a matter of law. We dcn't think your Honor should dc it 
Theso aro the’klnću of things we should be arguing after the 
evide-nco ic in. AS to the likelihood of succeso, as to the 
irrepareblo injury to £CM, the irreparr.blo injury to tho public 

I! 

; cr.ć to the. kinds of relief that you oucht. to — 
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'/ THE COURTj I was not euayeeting c nerrcwing c£ 

!l 

3 ■} but rether a rr.ors precitc inćicc.ticn ol what v;an to bc prcvcd 

i 

!' 

4 to fcc whcther or r.ot thc alleęationb v)urrcnt n hoc.ring. 

5 j! VS< . YJ.Y L; Your Honor, number one# we tnink that, ri:.’.‘t 

i! 

6 || cr wrcrg, that vc havc sufficiently dircussed irreparablc inj\:_*y 

l! 

7 .i ir. our briefc, that it cannot be ćeterminea as a mat ter of .law 


8 that there io nc posaibility of injury, of irreparablc injury, 

9 ij thet v;hcn v;e aro herc ctarting frora the uecurapticn that 


10 everything thatis eaid in thc cocplcint ie truć or is juout liJxly 

11 true, and it hoo a worldwife effect, every day that Ranfc-Xercx 

i 

12 ooes on doing what they are doing is impairing our ability to try 

13 to break in na a new entrant abroad with Anericor. maca machir.ec, 

14 i boiug eontrollfed frum StamrorH *nri x<?rc* Squr.rc, with cpcrafcioni 


15 being run worldwide aa if it’e one company when, in fact, it'g 


16 two, and then insofar as each ono o£ thece — thio broed product 

17 linę is concemed, they hcve 18 rr.odels with c 19th coming cn 

18 THE COURT: It seems to mc that's a rather different 

19 point what they have. What I'm interested in io what you dor,'t 

20 ht.ve, or hw you v:ill bo hurt. They night havu 5 0 modelr., but 


21 !j if, in ftet, you tre ablo, and there is soae inćication to firrt 


22 ^ve technoloęyy tc develop a new r.odcl, and apperently ycur 


23 j client has been willing to concuit como fundę to market it — — 

24 j ' MR. KAY12: lio, your Hcnor. 

25 !; ' THE COURT: They havc not? 
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MR. KAYE: No, your Honor. SCM has tried for ten yctrc 
to óevelop technology and hac not yet developed technolcoy 
whicii entbies it to mantfacturo a. plnin ptpcr copior, 

THE COURT: I am not Lure whether it'e on technology 

or — 


MR, KAYE: They just bought a machinę froa sor-ebody 
else vrho madę it. That does not make SCM o viablo competitor. 

THE COURT: It'9 sonę inóication that you're not 
irreparably hurt by their strtngle hołd on all the technology 

in the world. If you were able to gsout and buy it, whether 

* 

you hire Mr. Van Dyk's scientists or you pay Mr. Van Dyk 

I 

to sell you a machinę, that certainly ćoesn't have eny bearing or< 
irreparable injury. 

• I 

MR. KAYE: I assuma you'will agrea these are all 

• • • 

ąuestions of fact. That it is — if Xerox wants to argue, whcn 
we get finished, that becavise we are able to buy a machinę and 
market forty nillion dollers worth of those machinen, and 
thio is where I get at the modela, which has tho possibility of 
competing with one of their 19 models, and in order to be an 
ef£ective competitor you have to have — whcn you walk into a 
customer, he hcs thic requirement, he haa that recuirement, if 

t 

SCM wants to try to becorue a competitor, not tomorrow or in tv:o 

yeąra in terms of being able to stand up acrcss the lino, but 
# * 

£ivo and ten yturs and fifteen yearc £rom. ncw, it han to ha\*e 
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the techno legy all the v;ay cleng tho lir.o. It hac to havc 
tho technoicgy thj.t Xerox ic now working on thi.fr ooiiig to 
procuca o bra-.d-new machinę four yetru from now tl*.tt*c goir.g 
to cither omen up i: branć-nevr market that SCM can't pocoiJtłly crt 
into or obsclete SCM machinec. 


24 i 


r I 


i! 


Tlie point ic that if SCM ia going to tiry to be 
a competitor e9 vo.\l na the other corr.petitora, and if tho 
publio ia going to have tho benefit of something incre than 
competition be twe er. IBM and Xerox, then at every point along the 
linę, SCM noeds the availability to their technclogy, the 
availability to their marketing plans bo that they aro not 

knocked out of the box beforo they oet started,* the availability 
to people. 

• Now, Xerox takes the position with respect to 
IBM, that the only way IBM eould have developed cuch 
•ophicticcted modela that they have, is beceuec b&ck in the 
50 s Xerox tumed over cli their informetien under agreemtr.tc, 
&nd Xerox claima that they violeted the traće seeret agreements. 

TiIE cour<T: . They aro not di&puting that there ccn bo 
such a thing as monopoliration of technclogy, they ero not 
diiputing that, nt lecst not todcy, that riay be their clein afc 
anothor etage of litigation, but that'a not today'n is&uc. 

They aro erying that yeu heve not chov.'n thet whettver 
nciłcpuliii.t.ion tfechnolcoy they havc han irreparabiy and 
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losadifitcly injurc.d y«w. 

KR. KAYE: That*a r.y point, if >.crc:i is prcpcrcu to 
ocy toćr.y, aa I thirik it must, that they havc icencpelited tho 
skin er.d technolog/ of r.Jain puper office copfcrs and if I co::.o 
ln on May 1, and wo hcvo given them tho docunents clreaćy, and 
I show that in 27 different cfforto that we hnve mado, thet 
12 cr 14 of them look li);o they wers not feasiblo et all 
befere vro fever get to studying petenta, and another 13 or 14 cf 
them wcund up infringing any number of their mascive number of 
patents, and that, therefere, we coulćn't go ahead becauso it facea 
the risk of a patent_infringement proceeding, and if I 6how 
that vc achcd fcr a patent lirrnwe and that it was unlewful, 

, i 

assuming they were monopolising and assuning they acquired 

• ' . ... i 

their monopolgy by acąuirltion, ao they did, then we show irrepar- 
able injury because it ia the very technology that they hava 
monopolirad that they havo denied to us that wo need becausc 
we are attempting to be in this business. 

It ic different — SCM ic different in term of 
its cnll to the Court for protection of the antitrućt lawo 
than Stephen Kayc walking down the ctrect. 

I havo never becn in thatbusinecs, I havc no 
capecity to bo in that business, and I have not got the equipr<;,t 
cr the rercurces to cvcn given to be in that business. SOI 
hes Lccn in a rcicted business, it hau constantly rtriv<u cnc. 
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struggled to be in thnt burinecs, Xcrc>: hac tlways recognired 
it aa a potcnticl plcin paper officc conpotitor and het tlwtye 
refused to lat it in to what we eey ic iłleotlly aeouirrd 
aspetfl. Thin Ir. not only domesticaliy, but abroed, cna 
the immediacy of it is that every dcy thtfc pesses is a day 
that we era not able tocccnpetc, cna every dcy thnt passeu ie a 
day that the public is not goirg to be ablc to get tho porsiblc 
benefitc cf somu cornpctiticn with Xcrox # and I cay thet it 
soanis to mc thet the lasce that your Honor has framed is a 
sintple one in this regerd. 

I 

I 

**' Doeo your Honor determine, let’e — assuming all 

of the truth of the alleg&tions cf the complcint — that as 

I 

“ ***'““tcr of 1 ~ r f hhcrc is no possibic irraparcble injury# 
if your-honor so ccn dudce and your Honor will in accord&nce 
with the rulec make your findingo offact and conclueion of i 

law md deny our motion as a natter of law — converaely, if 
you find otherv?iso» thatit ccnnot bo snid ca a matter of 
law that therc ia no possible irreptrable injury to SCM md no 
posnible injury to thepublic, and tho public inttrest in thic catc 
lo very lir,port ant, then your Honor should — it seemc to tac, 
we respectfully rcouest thet ycu ovcrrule Xerox's objtetien 
and in accordmco with your previouu decicion, et the Court's 
convenicnco# direct the particn to eppeer for hecring. 

THE CO" ET• Suppor.ing v/o put to or.e Lice for tho 
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110 

oocsent your clairocd prelir.inary rolicf for ditclcr-ure you hi.ro cf 
\ir.paterttd techtiology cna w o alao put to cne ciec your clrinr 
for prcliŁincry relief with reepect to nonenforcomcnt of 
vhetever eir.ployte restrictive cover.ants are or vxic in oxi.cttrc. , 
juat put those two to one cide for a minuto, what aro ycu 

4 

seeking proliminarily besides thosc two ereas? 

KR. KAYE: X'm trying to keep it — we are in 
paragreph ~ we aro seeking thet during the pendency of the ccr.:< 
that wc aro not being threataned cr — with any petent infrir.gtr.>, 
litigation and nono be commenced against uc, or in 51, we tra 
asking for a licenee as to cli of Xerox'8 patented technology, 
and when I say in these two regarda, it is not only to what they 
iiave uow, bat what thoy acquirc during the pendency of tho 

V .... ... 

lawsuit. 

% We are asking for the disclo&ure of the 

long-range and shcrt-rangeplans, thaffi not whnt you oxcludad, 
as Z recall. 

Wo aro ecking for — as we hnve dcvelopcd in the 
briefa and ac I think we wero pcrftcfely entitled to — ec Judgn 
Borland in tho Minolta cese and vcrious otłicr decirionu hnve 
cited — we aro pcrfectly entitled to ask for such other en ci 
furthor rolicf as tho Court incy decm jurt and prepor, and in 
focuring on this isnuo, vre atk that if wc raeke tho showing th"t 
ii« asruTK-d, that Xcro>: bcŁcgr.ircd — cnjoincd, ovcrell, in t. v;.y 
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i .'.D 

I that freczcs Xercrc'a pocition ro that thc.y cui.not ćurir.g t:.r 
per.dency of the law«.uit ćo new actc which will further cor.\ 

! 

!* will — not only cor.pl fertr, but produce ir.tcrveni.ng 
i. ever.ts which will, ćuring the courrc of the ect.’on, cauro i.*/.. •, 

i 

such as its control cver Rank-Xerox,•which it accuircd in 1SCI\ 
Xcrcx seye in its brief that the traćitionr.i 
use of the injunction is to prevcnt the defenćant frem ucir.c that 
which the court finćc to likely have been Ulegally acąuircd, 
therefore, if the Court werc to find that Xerox , u ecąuiGitic.i 
of contrcl of R&nk-Xerox was a likely violati.cn of cither Scctic:: 

7 o£ the Claytcn Act or Section 1 or 2 of the Shenuan Act, we would 
want that relief, but ovcrall, insofar as we are ablc to tnako a 
chowing, and wo intern! tu cou« in to maku a showing as to our 

i 

complcint, the firot Claira, that to the entent that there aro 

• i 

. i 

actc and practiceo which will continue, which are t^hown to ba 
illegal, or whero there are effects of previoue acta* such uc 
its previous acąuieition of control of Rcnk-Xerox, tboee shoi.Id 
bo put into c. freere just as in Alcoa couplee, as wc cifccd to the 

I 

Court in our brief, and various other decicicnn, and for the 
vcry kind of reerono, and thiu ic of the hiehest wonent of 
irreparabol injury, as wo cxplain in the El Paso situation, 
whero 17 yeem elapted end whero Chief Ju&tice Warren after 
the third dive.eture hecring iii the fourth El Paao Suprr.ne 
I Ccurt i.aid tbf. t dclay bad increarrd El P#to'r ctranc -, <: hołd e* v 
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2 the Cali iornj.a market. 


It was the very kir.d cf a situaticn that ii 
i • there had been preliminary injunctivc relief that. kina cf 
5 probier, and that kind of en extraordir.ary pericd of tir.o 

jj 

(. ; would not htve been neceseary, it's not to say that in vie»j 
7 i! of the ecrlier prcceedinga that one would have been grantcd 


8 i because El Paso in the early deys of the caso — 

I- J , 

c !. THE COURT: Khat form would that tako, io it oirply 

i! • 

10 j! en order thet during the pendency of this suit they shall not 


tl ! violete any antltrust lewa? 


MR. KAYE: No, not at all. Take the Rank-Xercx — 
13 during the pendency of this lawsuit, Xerox shall not exerciui.‘ 


ar.y votir.g control cver Rank-Xfcrox, and skali not do any — t^ku 


15 ' any steps that shall in any way iropair any independent operatrcn 

16 of Rank-Xerox, and we intend to prove — or we hcpe to bc 

17 ablo to prove, that one of the reasons they took over Rank-Xcrc:: 

18 1 is that Rank-Xerox in its previous condition had scne diffcrcnt 


19 ićecs as to how thingc ought to be done than — 

20 THE COURT: That'a not freeting then if I say to tb.-n 

2 1 that they ccn't erercise thoir vota,thct's undoing their rignt 


22 i| they have now, ien't it? 


i 

23 KR. KAYE: It's a right that they have now, but tnie 

24 would bo — you would bo ćoing exactly vhat Judge Meredith did 


75 '• in Al cc a couplec ar»d which hcs been dono in othcr casco tłu t v» 
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heve cifcAd,.wherc it raye fchct vo will gc to the point oi tho 
acouiFition and wo arc. gciry co takc it l.r.c: to thr.t pcir.t 
before th* ear\:Li i.ticn — that vt.b vhat Hr. Fobir.rcn \;cz tell: i:.g 
atout, the lact uncortentt d ctatus. Ko tre ęoing to teJ:c it 
back there and take it back thcrc — thio all tssur.ee a high 
óegree ot chowing illeęality. It r.ur.c be eaid each tino I scy 
it, that v?c herc to show that to tha Courfc sctirfaction that 
tl>ore is a re&l very good eher.ee tkat v:c ere right, but hy dcir.g 
that you then — there tre twe thinge that happen. SCM who is — 

I 

aa American marketer trying to go ebroad and public — is not— 
is not gcing to have to try to get into Europę facing not just 
F8nk-Xerox as en independent, but Xerox is the center of tho 
world over ell of tho copying business, and at the eema tino, 
Xerox is depending upen tho bredth of the decreo *■— is not goirg 
to be ablo to obtain during tho course of thelawcuit thc benefits 
of what the Court finds as a likoly oontinuing violation of the 
law. 

Now, this io the point that Judge Mulligcn 
nade in D&nieleon, and it's referred to in o the? autherities, and 
really tho points of the Court of Appe&ls in Minolta ic thr.t 
thc etatus quc to be prese?vcd cnn ncvcr bo a citu&tion v:horo — 
r.s far as the Court can ccc — io cllowing o ćcfenćant to ccntir.v 
to Yioletc o etetute which cxprenres public policy. 


25 


u 


Tnacicr 1 c thc Califerrir. e*.pcct cf that — 
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judgo Mulligan c»idr that if this court aftcr hearing 
all the evidence pcrcoivcs monumental ant i trust vioiations, tl:cn 
l! it ehould act, it should act in SCH‘s intorect eo cne of eevercl 
I potentiel competitors, and acting frora a paramcunt point of 
vlew, from tho public. 

v.. Judge Timbers, I believe in — it ic perfectly 

• i 

pl&in intho Gulf and Western case that he considered, and 

. j 

the court considered that the public intcrect was tho paremouot 
•factor. Ha sald that in a subseguent cpinion, Guardian Associr.tc, 

I 

‘I havo given your Honor the citetion — it was a dissent by Jucce 

. .* » 

Timbers , I believo reading the opinion it makes elear that tho 

i 

dissenters and Judge Timbers and thc majority were not 
disagreeing what Gulf and Western matni, thc rrjority sald 

| 

they didn't think there was a eubstantiel ćue procesc guestion. 

< : Judgo Timbers said — what I think we said in; 

our memorandum — which is when it comes to a guertion of a 
preliminary injunction, we held, referring to his own opinicn 

in Gulf and Western, that tho paramour.t factor in rendering c 

l 

decieion cn a preliminary injunction i6 thepublic interest. 

I 

Now, to como back to your guestion as to what 
we are esking for, thore aro subdiviBions, and what Kr. 

Fobineon is talking about io afterthoughtc, in many cases, were 
subdivir.ion of thc lsrger. If thc arrangement with thc Eattcllj 
t Ir.ctitute, which har bcc.n gcing on now sińce 15 4 7, tho 
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feuntainheed cf rbe tccl.rolcrry for piciu urpcr orfice cr.pyir.ę, 

' continueo to ęo er. vS:crc JCero;: cvcry ćey ecęuiros i.wpntcuir; — 

4 ac « rettcr of trf.filtitr.5X psnlteinesy iniur.etion law, ycu eculi 

5 | enjcia Xcrc:: frea crjuirir.g e*y et tt.crc ictv.r.tc, j^fc £tt it . c . 

6 j an-a*set or any ptttr.Ł applie&tior.c or cny unpcte-.ti.ń 


7 

6 


I 

; techaology cr in fcfce eteck of cny ccrcpt.nicc. 

; • *- Ncvt # ir.*cfar aa thot kir.d cf relief woald ba 


9 Ł wre e everc to JTeroa. tfcet Sc, kcir.g ficołfd tho vro ,t tli of 


10 " 
11 
12 

13 

14 

15 

16 
17 
16 

19 

20 
21 
22 

23 

24 


both the pctentećand unpetented technclocy, ther; the relief th.-.t 
vc ask for, which ic e — okay. What w e aro ccying le, 
although tho Ccurt could go further and ec.y to Xcrox: you car not 
acguirc aaothe; pieco of technology, you ceVt espar.d your aalee 
offices, you ccn*t do cny of thene tnings,, wnet v.t łzo ti.yi.-g 
is thot inctead of forbiddi.ng et thie jur.cture - ferbidding 
Xerox from accuirino, vre cay the Court shoeld co aontething 

b 

lese, do net rtop thea frem acguiring, but at ItJŁStiet us of 
accero to the nc.w pr.ter.tcd tcchr.olcgy and unpatentcd techno lory, 
and thet Tegeirr.s a liccnce that you reąufbo. 

Go^ng fcack to Judeo Learred Kand 1 c ćfecicicn_in_ 
AJ.coa, hc nade it vcry elear thet no wat ter hew rirceroly 
wtimted Alcoa vao in trying to look to naw opportcnitlęo t»d to 
fulfill r.ew dera ar.de , cncc it bectits n rronopolir.t — end i dun‘t 
reoanber tho dr.tekc telked nbeut -- in lstl — and Alcoa could 


?5 


C ’S . «s« th- ? f..ut r.f nB rrtt,;.. h! 
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.i| , 

|| c^nccrc- crić. ha/ ho:ifc.*.i.*y indjrtri cl thr.t r.r.ti\r.lic:i vc.c , 

l] 

!' ncrciJinU t.'« ill^oel b-: cłucc Alcoa wcu the c;.c vriv.h oho 

i 

• crcix orę.„:;.rv.icr., the cf F-epie, the cusU»ff.crccunc.ct ions, 

i * 

ł 

I and thcy vcrft tło onto who wcru ible lercalirc bat i;, co.'.:.;: 

i 

thcć, they surprefECĆ and Łho.y crected grceiar «o.c’. crtatci: 
btrriera lor enybody htring the tejnerity to eona in cr.d cer;peta, 

• • • i 

ar to put ii: enothc-r vcy, ir.oze po jozativ«ly , dc opito the lec): of 
intent, they ruppret t*ed the poegibility of ne*f entr&cts c-id 
nev: competitien by bting — by flrtt h&v£nę'&cquired tho ; 

ranopolittic position and to sae all tho new cppcrtunltics, to 

i 

bul ld the plfcnts in cdver.co and thereby to keep &r.d r.aintcin 

I 

tiuir moflouoly. 

j 

Now, we aro herc in two ccpccitiec, we are nero 

i 

i lor SCM and we are htro by virtue cf the Suprena Court ł c view 
es to what our role io ao the privata ettcmey ger.crd. We ero 

I 

here acking the Court for the promptcct poecible pro lir. i nary 
ir.jurtction hecring ro that whether thfc-C&urt ultirrtt&ly conclv£i?o 
wo cre rięht er vrreng, wo have at leact the opportunity to 
I cevelop the record to try to dfcitone tratę that SC:i ic rięht /rd 

. t 

the cllegntior.E of the conplci.nt łxq ł^C ficient. to warrar.t the 
prelird.ntfy injunctivo relief4 

Ky tCLOcietc rer.inćs t^a — wo.feel thrt — wo 
hopo thet tha Court will procecd to a accieicn o:i Xcro::'c 
I criccticn cr pror.pt iy tnu i,z ccnve.i ier.tl.y en tho Crort ccr 1 to th: * 


I 
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ii 

6 il 

i' 


10 i 


n 


12 


13 


vc can continua arc-unir.g — a«-r.u:ning the Court ev<:rrttlc-u tbe 
obj*ćtion, w? cen continue to.rcrća the horrir.g, 

Nevcrthe3ecs, I want tc rey to tho Court ii 

and to the esctcnt >'r rcr vcrvtf no inkc rry pro-c::r:3r.. by v;cy c £ 
oonsent orders or anythir.g ciec lllce thct, v.<_ ecrtcinly vcuii. : Lr 
prepared to cit and lirten, but that cuchu not to delay, er. £zv 
as w® can seo, ttr.y ćecirion ky thc Court, cinco it would ba 
a mattcr c£ etteirptingbc ffćfctle thc prcllnin&ry injur.cticr* 
aspoct of the ca*© and ta to vhich it ought not to Łffect the 
ąueetion whether aa a matter of lew a prelir.inery injuncti.ctr* 
aotion a ho ul d be danied, and in Łhat reęard wq reily on Ccluir-bic 
Steel where the court sald th&t even if the dcfendentn* offer 


14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


tumnoute^uo be ell that they aro entitled to, it'c ctiJl tho.t — 
that lerue oueht not to be precluded, and I an tlto retrin dr.d 
what Judge Wcter.rki did in the Grinr.cll case vherc he vas arkad tr. 
look et the papers and tell the partics what relief thr.t thr jud-; 

• • i 

thouęht he would givc, and tho judge ćid not want to do thtt, hc 
thouęht J.fc ner. — hc thought hc £houldn't do it, and whtn 
pre.fited to it, hc flnclly tria the ćr.fcnćnnt that rr. far: lu ho 
wcc cencerr.ed, htving lookcd r.t v«rieun ćcpositicnrs and e::hibitrr, 
he would grant far r.ore recching, fer r.brc nubctantiz-l relief 
j than thc. ęcwraMRt irelf arked for, abcve and boyond -- y.'n 
j eerry, I ó:an*t irenn to interrupt Kr. robinson. 

KSt. KOiilNSOU: I'J1 1ry to bo brJcf, yoer rcrxr. 
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: Kr. Kaye b łs refc-rred to the Cclur.ibia Cieci ćecir.icn on u 

: coupie of cccaricr.3, and cir.ce it war c; ted in his rcply 

brief, we have not had an oppcrtunity tccoimr.cnt on it, co I 
i would like to Dointcut vt*ry brieily why tho caco is entirely 
t : beside the point. 

f * * 

7 j The iesue i 3 whether the Court coulć on tor a 

ii ' 

g j preliminery injunction in a govcmment antitruct euit wherc the 

! ; 

<; tcrr.s of the injuncticn werc Fropoced by tho ćefendant and ci jer 

I; 

10 ! to as insufficient by the Departjnent of Justico. Tho Court 

' l 

U ! held that it had no power to en ter suęh aa injunction under the 

12 fader&l rulee without holding a liearing. It steted that tbir, va 

13 necesrary because under the ruleo it has to make iindinca of 

14 I fret and ccnciu*?!ons of law j\>stjfying the i&suance of an 

15 i injunction and it couldn't do uo under tbose circurastances. 

16 The isaue before your Honor is ąuite different. 

17 We ero not saying that ycu should enter an injunction, we crc 

18 6aying precisely the opposite. Our point ie that, SC!1 canr.ot 

19 i be jlrrepar&bly injured by the denial of an injunction, er.d 

20 ’ ir. that connectlon wo nay that our undertaking not to seek 

ii 

2 1 .prc lir.inr.ry injunctivc relief in eny patent infrinoementn, tb« t 

| 

22 j mięjht be brought, undcrecore3 the absencc of irrtpereblo irijury. 

23 Kow, in that connectlon, what Profecsor Kooł*e 

24 ! otatcc in his tnintirc ia perticulcrly cpt herc. Irreperabic 

II 

75 (* in-jury is ncw ehewn vhen there. is no Rhov*inc that dcfcnćant ir. 
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itteaptirc, to Co or i nter.it o do rhet the plr.i'..ti>'f Eeckc to hv... 
cr.^cCrc-ć. f.y tr.ut Cciunbia Steel it; roally corplctciy ti:< ,• * 
włxt i o ct Kcror hrc Ltforc ycu cr. ti.ir roticr. by o. v ., 

T!!E CCUr.T: K'oulć it te pc_ i iblc tor ycu to tuL r.it r. ;•./ 

prorrptly, in vhŁtevcr terno ycu care to specify that unćcrtcrlr.o.' 
I jurt den 1 1 tbir.k it‘o feir to decl with thut es a iaettc.i of 
o rei argument. 

I en not euggcBting that your words havc not l:ccn 
ccrofully cclected, but the* plaintiff doec raice ąuestior.c cbou1 
the coverege of Łr.y undert&kir.g, v.'hethor by licentt or whethes by 
forbecrcncc to oue, and I reclice thero is nomething in your 

abcut it, end soniething in the recorć todny nbout it, Lut 
it otmuiit to me it thet undertaking ie to play cny pert of the 
retolution of thesc iesuee, there ought to be on one piece 
of peper Xercx f a rether definitive pocition as to just whr.t 
it is it io midertaking. 

MR. R03INE0N; We would ba very glaa to furnish thut 
to Mr. Knye and the Court. 

T)IE COURT: I am not euggesting anything other thtn 

ŁTibiguity, but I think it would bo we 11 to have thet ir. ono 

« 

place. I dc«'t know whether it'o going to be dinpositive 
or even rc-levc*nt, but to whatevcr oxtcnt it playo a part, I 
think we all ought to kr.ow which piece of paper we ere talking 
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ar i un 


nderstar.d it, it’s not. n BettlCTr.cn t oflcr. 


y.p. POEIHfCN: Thfit' s right. 

THE CO'JRT: lt'o jurt a represcntuticn of a pocition. 

KR. ROBINSON: Ex?ctly. 

THE COURT: And doecn't cali upon then tc do anytl iny, 
to abandon cthcr cloinsor anythir.g of the fecrt. 

KR. ROBINSON: That’a rorrect, sir. 

I am ćelighted that Kr. Keye kam fit. to rcfcr to 
the Bhort and long-rangc plans this efternoon, ycur Honor, boccucu 
I think that reelly underrcores what vo ero up ngr.inst horo. 

When he talks ebeut leng-r&nge plans and short-range plans, 
and SCM having to have those piane, he io really ebeapening tho 

I 

currer.cy to the point of nonreeognition. 

He cwmot conceivcbly eetabJich that SCM will Lc*. 
irreparably injured if it docs not gain accec3 to our long-rcrgo 
plans. He ir.ay be able to scy that he would like to havo the 
lcng-rango pJcr.s for this, that and othc.r reasen, but ho*.’ in the 
vorld be can otand before your Honor and esy thic is i r rep;, rab la 
ir.jury v;ithin thc meening of Section 16, I just cr.n't unacrrtnr.d. 

IBM c!oesn't ha^e our long-ranas piane, Litton 

i 

ćof;rn*t havo our lorg-rango piana, Ven Llyk do«sn't have our 
long-rango piano, SavJn,doc sn't haveour long-rt.r.ge plans, Stron 
docsn't h.v.vu our long-rcngc piano, neither do<-% sperry .tmd 
or Kjnr.erctn Minirc, and noither dooy R**nro>:, ar J nil the? o pccul.: 


25 
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trc in the plnin. pepcr copier field, nr.d vhy RCM hat to !iłvc: 
tiiesc P- Ł *-- pendotc lite is afcuolutely inccrcprckmiblc to iro, zj* 
I thlnk to any fair rtinded perren. 

Kov 7, the bect proof that LCK iz not irre parek*v * 

i injured la its resifitonce to your Honor 1 s suggestion that u 

. 

| pŁrticuifcrired list ba supplied. Ke say thero in no indicctJcr. 

|| for a bearlr.g here as a matter of law fer all the rectons I havc 

t . 

gone into. Eut if your Honor had cny ćcubt on that ecorc, it 
j seeris to me that you should innist that ECM provide the Ust that 
you inóicated was eppropriate. 

1 • 

That list should specify not or.ly tho kind of 

relief that SCM say3 it wants by way of prcliminary injuncticn, 
P^ndnte lit©, but how it will be irreparebly injured specificelly 
wlth respect to each itera of relief that it eays it needc. 

I 

I 

‘ w *e heve talked about the patent licenao ar/d 

WB łl&v ® fcrguod that they don't need it beceuse of the undertaking 
that we h 2 .vo mado. That's one r.tory. Rank-Xeror., it seer.s to r.o, 
is ouitc another story, long-ranoe piano — that '3 a joke, but 
that'o tho kind of thing that I thinkthet they shculd be rc.ru! rud 
to do. They really should have their te et helć to tho fire 
herc in view of the successivc regueets for prelininory relief 
which seemc to be absolutely endless. 

r 

T1I2 COURT: In it your view that before a plcir.tiff 
car. obta.^n di f fr.rc-ni: kinda of nro lir.Ir ary relief, hc hss to 
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12 
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16 

17 

18 

19 

20 

21 I 

22 

23 

24 
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der&.TjtrŁto t_he irrepsrablc injury thst will folio** ii he i- 
eec'i ki r.ć? 


y.n. H03JK£o:i: Yes, sir. 

Ti i i* counr: Or can ha say: I on i rreparat ly itj juror’ 
btjctuse of their vj.olction and in order to renećy/ or ot 
least to hołd the situation fron further injury, I want varicv 
fonn 5 of relief, whether or not each particular fom is the 
sourcL* cf irreparable injury? 

MR. ROBSHSO:!: It secns to me that when you’rc erki. r 
for something as ertraordinary as a prelir.inary injencticn, ycn. 
Honor, you ouoht to be able to point out v;ith respect to evcry«, 
you ask for, why it's a matter of urgent mecessity for you to h 
it and, typically, you dcn't have that probier, in a prelimir.;-ry 
injunction cese because the plaintiff tells you, it'a perfcctly 
apparent what was needed in the v:orld Kockey litigation, 
apparently what was needed in the De Laurentis carc, oerfcctly 
apparent what they were seeking and sought unsuccessfully in th 
Colunbia Picture casc. This is the only case I know of whorc 
you have a laundry list that han no end to it. 

Novf, this moming wo heard for the first tiir.e th 
fifth v/&ve. This had to do v:ith the provision in the ęir.plc'*cu 
agreement havinq to do vrith nondisclosure of trade reerets 
and other preprietary infermation aft.er terminaticn of er.p?.c'vr*c 
That was ncver beforo your Honor. Ke newr focupod on the i. 
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You eon rc.r.d SCM's brief fron todey until the er.d of the yer.r 
and you will nevr»r find ar>.y cuch prayer in thero for relief egeinst 
that kind of nori^al cloucu. Khat they were talking about was 
the tv:o-yecr covenant not to compete, and there can't be ary 
doubt about that because all you have to do is read their ancr.ćed 
complaint. 

« 

TUL COURT: I suspect he wc-uld consider that, the trede 
secrests within the heads of personnel to be a subject estegory 
of his reąuest for unpatented technolooy. 

KR, ROBINSON: I don't think so, your Honor, I think 
what he is 6aying is that — he is saying th&t in Paragraph 53 
of his anended corr.plaint — I am not going to let hiir. get off 
the hook so easy on this one — in Paregraph 53 he says, "During 
the pendecy of this action, Xerox should be enjoined against 
enforcing or attempting to enforce the agreements described in 
Subparagraph 27D." 

27D says, "The acts and proctices of Xerox sincc 
1961 include, among others, reguiring it9 research, scientiff.c 
and technicol personnel, and sinco 1970 its managerial and 
Professional personnel, to execute written rectrictive 
agreeirents, preventing or restrainirg them fren engagingin 
xerographic activities for any other conpany following tcrr.ini-.tior; 
of employnicnt with Xerox." 

i 

If there is any doubt as to v;het that r.eans, all ycu 
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havo to do is to look &t the original prli:: cor.plain t v;hcrs ho 
*cts out in Paregrcph 52 prcciscly the clause that ho is c?.3Vii:ę 
cbout, and I ęuotc, "Kor the period of two yenrs foilowinę 
terr-iuation of my er.plcyr.ent by Xeroł: Corporation for cny rcc::r>, 

I will not inćependently engcge in xerogrcphy or directly or 
indirectly serrc or &ćvise in xerogrcphy or be employed in 
xerogrcphy by any individual, firm of Corporation." 

That's v.’hat we were talking about, that's the 
two-year covencnt not to compete, and that's all thct he w as 
asking for, and now, because we abandoned it three years ago, 
he is looking for somathing eise to_hang his hat on, co he 
talks about the .tredo secret clause, which in en cntirely 
apprcpriate form of prohifcit.Jon that is wideły u?cd in 
American ir.dustry and it seems incredible to think that a court 
would order as a matter of prelininary relief or any other 
kind of relief that employees should be free to disclose coniićencoc 
and trade secrets that they obtaineć during the course of their 
einp.loyment. 

•Iow, ono finał connent, and then T. a :u through. 
Frankly, I was flcbbcrgaoted whon Mr. Kcycindicated in rccpensc i 
to your Honor's ąuestion that what he contenplates hero is 
three weeks of testimonial henrings junt to put on SCM'o 
cerio if this nattor goos to a prolimincry injunction he&ring. 


Tlił! COUTIT: 


Ilia ostinato was two. 
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Krt. JIOFCIUSOH: I think hc sr id t\*o or three Inter on. 

In any evcnt, it's In that ren cc. 

. This,.to n-c, your Vcr.cz , c!oer.n't sou-.d like a inoticn 

for preliminary injunction. It aounćs to r.o HJce it's 
prf k ctically a trial on the nerits without affcrdir.g Xerox a fair 
opporćunity to get its discovery in support of its defenses. 

, I 

I say that’ s an abcolutely intol crable situaticn. 

I aay that thcrc shoulan’t bo eny hoarrng here t-s a natter of 

law, but if va are golnę to have a hearing, it should ko a 

prelirainary injunction hearing in the accepted modo, which ncens 

that the plnintiff coines in with retion papers, affidnvits. The 

% 

, ..... 

defenćent has an opportunity to controvert these affiói.vito and 

Ll;cr. if thor - iasue-s to v:hich it's appropriate in the 

'i I 

Courfs view for testimony to be receivcd r ve hcve that > 

. i 

testimony, but we don't have a trial on the cntire gamut 

of the allegaticns of tho coir.pleint, which, in effect, would be a 

I 

trial of the merits of thć ection, only without the benefit 

i 

of having haa cn expedited scheóule and without the benefit of 
hauing had our discovory. 

WE have outstar.riing right now — Kr. Kaye referred 
to theae ćcpoeition notices int hc SCM case — to take the 
deposition cf SCM, Van Dyk, and a number of ether plain peper 

) 

copierc, that schećulc has been set beginning on -- in nid-March, 

I think it gocn into June. 
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5 ; 


6 

7 
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If ?'.r. Kayc has hir wny cbnut it, hc vould bo 
*ncagc:d in tv.o cr thrce wc-oks of testir.>onial hearings on thic 
prelirinary ir.juncti.cn r.otion lcfore we havc un opjortur.ity to 
cvcn deposc sona of theca cor.petitors v.bo aidr^t nftd thc 
access to the Xerox en.ployees or the Xcrox technology in order 
to eonie into the plain paper copier field, and it juct seenis to 
me that the procedurę here is all wrong, that thio is an effort 
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! to get an orpećiteć triel in the form of a prelir.inary in-juncticn 

j 

I motion, and it’9 not to bo countenanced if Xerox i.3 to be givcn 
l ita fair day in court here. 

, r . I think that we have demonctrated to your Honor 

that there is no irreparable injury here es a ir.ctter of law. SCM 

i • 

is fuli of plctitudes and conciunions and will not get down to 
cases and specify.where the irreparable injury lico, and I think 
that under those ci rcunetan.ee 3 our motion should be granted and 
no hearing should be held. * - 

THE COURT: Before ycu conclude, with recpect to your 
detoil of an undertakir.g with respect to prosecution of 
patent infringement, when I arjked you whethor you wre expecting 
anything of them, you indiented: no. 

MR. ROBIMSON: A royalty, a reesoncblo royalty. 

| 

THE COURT: I didn't want to ler»vo open the financiol 
jitspcct of it, either by royalty, if it were a license, or by 

ii • 

I,bond, if it were a forbenrr.nce to suo, becauso 1 asoume that 
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vhatcvcr — you would want sorac indication that if you win, you 
have not waivcd the infringemcnt ćanages or the royalty incomc. 

J:R. RCniHSOH: ::y foeling is, and this is, of ccurso, 
subject to óiscunsing it with r.y clicnt, that v;e would want to 
j have a license penóete lite in return for a reasonablc royalty 
which we would collect as we go along, that'o what I indicated 
this moming. I was uncertain as to whether therc was any 
difference be twe en that on a forbearanco to sue, and there inay 
be a difference, but in any event — 

TIIE COURT: The one difference that occurs to me, 

I appreciate your point that conceptually they serve the 
same purpose, but it seems to me there may well be a pr&ctical 
^i-i®^®nce in the easu with which one can cppesr. The 
forbearance to sue eon be drofted entirely ty you with a proviso 
only that a bond be posted in a certain amount, whereas the 
license is going to reąuire some negotiaticn about — there 
would be a lot of details to it, and what I suspect will happen 
if that is e::plored is, I am not inviting disagreement, but I 
just sort of get the feeling from sonę thir.gs that were said today 
that I will 1xj confrontcd leter on with claims from both sides 
that it was the other side's fault that v.*e wercn't able to 
work out a reasonablc license, and frankly, I don’t want to be 
in the position of asseesing blene for that breakdown. 


hnc: it seems to mc* that forbearancu to sue is 
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a noater cpprocch bt:cau:?c it cvoids uli thosc rjucotions. Tou 
tell us'what it is you v:on*t do, and then T on lcft to decića 
whether thct unćertckIng ir- c reason to eithcr linit or lir.it 
thcir clain or deny it. 

MR. ROBINSON: We will oive vcry serious concidercticn 
to your Honor*s suggestion. 

THE COUET: Another thought that occurs to mo in 
that area, beccusc Mr. Kaye has raiEed tho clo3.m, that even i£ hc 
were protectcd egainst interin relief in cn cction, the procpcctc 
of Euit at all would injure him. Nov;, one thet occurs to me in 
that connecticn, which I would think you night be willing to 
do, is to unćertake to give as en adeąuate notice, perhaps 90 
de.ys, prior to tho filing of an infringement action. 

MR. ROBINSON: This is in lieu of a forbearanco? 

THE COUET: No, in addition. The ^forbearance has 
to do with the seeking of interin relief with respect to an 
infringement action, as I undcrstrnd it. 

MR. KAYE: No, your Honor. I understand Mr. Robinson 
-- end he can correct r.e — he has sald toćay ; that it's any 
suit nt all, not rnorely interin pleadlnjj . 

• THE COUET: I didn't understand that. Is thct right? 

MR. ROBINSON: We went further, your Honor, thi9 

moming. 

THE COUET: I thought it wr3 in tcm3 of interim rrlicf 


4 
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i 

j It'c forbearnnce to puc. 

i MR. ROBINSON: It'o an interim lJeensc, but it»G 

|j foEbo ‘ rłace '-° EU0 ' rot J«*C forbcarm.ee to reck a prcllnirery 
j lnjunction. That vas the otęp tl.at vn took, that was one 
! etep further. 

THE COURT i Then, aren't you going to need r,.ore th&n 

R bond * aren' t you going to need a waiver of the statute of 

limitations? i 

% 

MR. ROBINSON: If we iesue a licence, let'e aay — 
il.E COURT: If you go that route, I understand. But 
I’ m rti11 *PPrehensive that the possibility of a licens-e being ' 
rapićly negotiated ic net proinising. 

i 

Kn * R03IKS0M: Your Honor's point is very well taken, j 
because we hać not been thinking in teras of forbearanca aa 
opposed to a license, we would have to eonsider &s well a wniver 

of the statute of lir.itations. 

, 

THE COURT: I thought the papers at somo point had 
focused on this guestion of not seeking interim relief? 

MR. ROBINSON: That’c right. Ke sald in our briefs 
that we undortook not to seck a preliminary injunction in any 
.patent infringement action that vie might bring during the 
penoency of this case. Now, if we brought the patent infrihoement 
action, statute of limitationa point dissolvc 3 . Ne snid if 
v:e bring it, we will juot try it on the roritci, and wo won't 


25 
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gct prelinincry injur.ctice relief so you vculćn't be stopped. 

THJ3 CCU11T: That r s what I was focusing on, i£ ycu ciń 

that. 

KU. KGI'IK?o:i: Tncn we went further thic merning ar, 
result of yourHenor's inquiry as to why we vroulćn't give then 
a licen&e ćuring the pen ciency of the lewcuit, and we paid that 
wc would bc prepared to do that, at lcast a9 far es our 
ćomestic petenta wart ccr.cemed, and es far as the foreign 
patents were concemed, ar.d in prir.ciple, wo agreeó that v;e only 

r • 

had to make a detemination es to whether there wculd be er.y 
lnconsiatency with Rank — tkcir obligetion to Renk. 

THE COURT: Eut you wculd need some acguiescence by the 

i 

that you will not htvQ lort the right to assert tnfringemr.nt dŁS-.-.- 

during that interim. 

MR. ROBINSON: NOt if we are oettir.g peid a royalty. 

THE COURT: Kot if you go the license routc, but 
if you go the forbeerar.ee to sue routo. 

MR. ROBINSOK: That's correct. 

* THE COURT: Whereas, if you juct gave up the right to 

seek interim relief in yout infringement action, you wouldn't 
have a st&tute of linitationc problem, and v.’hat I thought wculd 
be the problem then, which ia Mr. Kaye's ccncem, the taerc 
threat of a lawouit subjeetn his client to irrepercblc darcego. 

I un der stand ycu dcn't egree with thet, hut that is ncvcrthclr.m: 
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thc cl o im that 1 1 :n just tryliig to rrci.cn with, and it secns 
to md tl.et nirhu be dcalt with by e notlce pro-.'isicn, beccuoc 
it r.cy bc that if we can try this car.e in not on unreascneblu 
tir,o, I hcpc thc tcn-year point von «rgur.ci:l. 

and not a predlctj.cn, I hope it ccn be tricd in cnc, tv;o or thr 
yeera, and not ten, it nay be that ycu iroul<3n't havo cny occr.ci 
to bring a patent infrlngenent octicn at all, but there would 
be the dafety velvc if you thought you chould, ycu would give 
some anprcpriate notice, eay, 90 dayn, at which point if that 
beccjre the critical iesuc cn prelininary injunctivc relief herc 
Kr. K&yc can comobcck to r.e and ery: woli, they cre going 
to sue us, so now I need prelininary injuncticn — in any 
event, I don't vjrnt to reouire any deeision ct thic point. 

lJe identified three pocnible areas in which ycu 
mięht make representetion. Eithcr a license or a forbearrr.ee 
to seek interim relief in a patent infringement, or a 
forbearcnce to bring patent infringement action at all — and 
each of those carry nona aualificction v;ith then, eithcr a bond 
or v.a*ver of otetute of limitetion or notico provicion, thcrc. 
arc different dctaile, and you nay well como up with another 
ncticn, co sil the moro it cecno to ne important thet you 
subnit by lcttor precicely v/hat you are preparod to do and 

vhat they will have to do, if anything, to ret thc benofit of 
ycur offer. 





E 722 

Proceedingo of Marah 6 t 1974 







1<0 


Ł i MR« ROBINSON: We will do that as orcnptly er, pccaiblc. 

, !| 

i |j KR* KAYE: May I hc.vc a moment? To the e>:tent thnt cny 

4 i| reprenentetion reąulres something that we muot do in a v:cv 
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v:e aro tclking ab o uf-, negotiation to attetr.pt — cpparcntly 
attempt to settle the ąuection of preliminery injuncticn. 

TKE COURT* Not necessarily. Aftcr nil, if they cay: 

f 

thio is what we will do provided there is n bond, thot's no moro 

i 

than you would be met with if you won your moticn. 

KR. KAYE: Ineofar &3 this relief la concemed, not 
includir.g the other relief. 

• i 

THE COURT: That's right. 

I 

MR. KAYE: I understand that. In other worćc, it 

1 

would be, in effect, what, a conser.t entry of prcliminary 
injunction on the following basie, we will — 

T1IE COCRT: It might not be at all. 

MR. KAYE: If it's a bond or the equivalent of a 
license, then, if it*3 a bond, then we are here in a preliminary 
injunction. <' . , 

THE CCURT: Not neceesarily. 

MR. KAYE: If it*c a license amount, which_I say would 
bc the equivalent of a bond, it certainly would be on tho basis if 
wo paid it during the course of the l&wsuit, and I think Kr.‘ 
Robinson and I agreo that if there is a provision, it ought to 
probably be a licenee with the roynlty, we would — SCM would 
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ccrtainly tny, that at the cnd of lawsuit lf vc win, we 
want all our royalty payments back because it would heve 
meant we wculd have be^n paying tributc on K00 patents that 
we wc»c v,as unia'.; i. ul , bo that it's hard for rr.e to soe thic 
in eny ccnt e*L other than what your Honor hac talked 
about thłE Corning, which was, at lcast as to those eiements of 
-relief to which they nre willing to represent, a consent 
prelininary injunction, othczwisc, it's a negotiation. 

THE COURT: Perhapo it‘e a email ąuibble, but I 

don't understand them to be saying that their representation 

inevitably le&ćs to a consent preliminary injunction, even on 

narrow grounds. It may woli be that they v;ill say to you, 

rlcrg tfco.linefi v C h«ve just efcplored, they will do rertain 

things. They agree to do then, and rr.aybe all you are reąuired 
• ' 
to dó is put up a bond. 

, KR * JJAYE s So long as I'm reąuired to do anythlng, 

it seems to ne the Courfa process has to be invoked. If i eay 
that — if they say they want to licensc it at 22%, andsay 
re a eon ab.Te royalty is one and a half percent, ur.less SCM agrees 
either by soma kind ef a settler.cnt of the preliminary 
injunction, unless the Court — I don't bcliewe the Court car. 
sey, without a hcaring: you must acccpt tho.rc conditions. 

THE COURT: I'ia not at all suggesting that. If they 
cay: we will forebear to eeek interim relief in an infringeiwnt 
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ccticn previded cnly that you pocfc a bond Ir o cerrfccin anour.t, 

I woulćn't lor a rcinute thiuk o£ rt*quiring you to pcct thnt 
bond, but I would think gcriously obout entirlng the rr.oticn for 
prelinlRtry injur.cticn 11 you wero relucter.t to po ot thc vcry 
bond you hcve to post lf ycu won ycur notion. 

MR. RAYE: Your Koncr, I think that would bo 
«łvider»t, and I respectfully tell you vhy, I think thc firat 

j 

question that hco to be ćetorTrd.ned by the Court is whcthcr or , 
not thc injuncticn ehould be gr&nted, and it's based cn that 
evidence and any supplerrentary evidenco that thc pcrti.es oflcr 

. i 

thereefter that the Court determineEwhat the nugnitude of thc 

i 

bond ic. I don*t think that the Court cen revcreo the 
proceeo or should revo.rso theprocecc and cay — 

THE COURT: A nultiweek hearing to dstenuine the amount 

j 

9 ' 

of the bond, I don't think wc need that. 

• ' • i 

*. MR. KAYE: Aa I recall, Judge Higger.bottcm had a 

* i 

session — or whether he used the evider.ce — but it v;as cfter 
he óetcrmined to — or aa part of the heering — aa to whufc hc 

. I 

conei.dered what would be the relevant bond, but if Xerox wero 

! 

i 

to E«y: you nced a bond of ten million óollcr3 for thic relief, , 
and, your Honor, co I unćerstand it,.thcy crc not talking 

I 

interim any moro, but they are talking cbout no lawcuits on any 
petento, I thinl; that was Mr. Kcbineon'g underteking thin 

( 

moraing. If they ocy they v;r.nt a bond of ten millJon doiłam. 
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I tliinh your i:ooc*r v.-ouid hsve to wai t tri «*.e v2»#,t rhe dt-ncc 
w *-t bc*crc ycu ccuid ćc.turr.i.re whcthcr o" thufc v<*fcf/Po 
iu.'d I thiuk — 

THE COUI-7: If tli you ere ctying, if they cc.-r.o in 
v^ith c proporel thctcontecrplatos e. bona, ycu w&nt to bo 
hcŁid or. tha ąuerticrt that the hond ia crcaaaivc, o£ cceroc, i 
will hecr thct cleir., but it docf-n't mew I hrve to hołd ci hetring 
on c. £ect~cn 7 . moncpolisŁtion clain in order to deterr.inc the 
cceKonblenrss of a bend. 

EiR. KAYF.i Vcur Honor, thic only covers ono elancnt of 

• i 

the rolief theit v.*e &ok for. 

THE CO UKT: i underetend thct. 

• I 

MR. KAYE: And it gIso rcflecto — t.ho prclir.ir.Łry 

1 

relief, be cłu te we a Iro haverfco find out whether they ero 
t&liclnę abcut euppliers, łs vrell łs ouroolvca, cucterricra, v?e htvo 

* * ł 

1 ..nci out tho fula. —~ whethor it's abrotidywhether a nc^bor of 
thetłe nŁttcm thet wtvs reieed — but they go only thftt far ond 

i 

thrt if c. repretentnticn vrere rotće that they covcrcd thc t item 
ol relief in order for it, ca we seo it:, to dcr.y n prelir.irmry 
ir.juncticn moticn, it v*culd bc necer.ctry to dctcrmir.o cn r. mcttoi* 
of lew, without & honring, thct thcrc ia no por.uibillty thr.t 
v.*o coulc: grtr.t relief, I think your Honor put your fi nęci- on 
it beiorc. tnlkirg w.ith Hr. Robinson. Ko. den'! i.f.rc to rhcr.>-, j.t 
(if-cr.? t.c it-j 


ftt thiu iureture, that vc ero gcir.g to br rblo to 






I 


E 726 

Proceedir,.g8 of March 6, 19 


f.fcow c podlić irrcp.rurc.fcie in jv.ry frc:a c;.ch 

♦ r •* i> 1 1 ^ r ^ ^ 'ł**** i ^ r. ^ 4*V * r C02 G!. £• 

Ccurt to detcrnina wi:orc thc. x*-lio£ Ił ;iccc' • -.r;, e.d thif'r c/n 
of thc ęrcat functioni: .of thc trcćiticnol cl^ccc. for ct :/- 
cther Ł-id furfchcr cr.d cltcrr.ttivo relief, bec?.u;:e thc plr-intiff 
ncy csfc for thc wrenę relief in tho light ci* hic r.howir.o er it 
r.Ły po to thc Court t-hat it will be morę ct.riręcr-t or Jerc 
etringeht or it sheelfi te in o ćifforcr.t ferm. « 

Tv:o thinęs that 1 want to finiuh. I was r.jrpriei d 
to ho er Mr. Roblnron coy ho wet r.ot gciny to let ro eff co 

• * . j 

łasiły on thoso employtnenfc rgreements, thc reocon wet thnt I v;so 

. * • 

nurpritecl, I thought ho vxuld cłrprcrs rogret to th« Ccurt thot 
hc Ł/fciiwp- hed speken too q".* r-k.ly cbout tho fret thek tl.ó iccuc j 
vł 3 noct. Thlc tnoming I rte.d to your Honor a doctwcr.t, thc 
er.ployir.tr. t nęreeziient ccntuining Paregreph 2, which prevent« en ( 

^ ‘ ł 

cir.plcye.c £ro:n goirtg to work in xersgrcphy for tv.o yeere cfter 

hc lcr.vcr, thc vc ry one thut v;łs in thcorigiral corrplcint, 

which reerrding to Xc>ro>:' ettomeye, hes bc*en in oftcct fren 

r.id-irCG to procent, f.o qcite to thc contrary of myt King 

be Ing ma ot, thic i o a piece of pep^r thr.t Xerc?t Łttorncyfi gr*vt< 

to uc, cr.d I*n corry thet c.t !cc*;t cfter thia point we 
% 

coulć.Vt hrvc ret i red — wa'11 Lort: of look ir.to it, thero i:t 
ćiffermco Let^tcri our crigfnal cor.iplcint, Kr. Pcbiniion likes 
to rcin r bat./, io <t. v:o Co, too, in tcrr.s of tho ccc ster irtw.fc 
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of ćotdil, but tl:crc \:u% o chonęc. Original ly, v:e belicvod, er. 
|| tho barie cf the inforr.t-.ticn that vc hnd, that that provlslcr. 
j| kł: the cnly prcvisi.cn, and it v/eo etiil ap to datc. Bc-iorc 
i wu tho ercnc.ed cor.tplr.int, hnd the other egreerant, ro 

i 

j Ł3 far as the interrogatory tnswe-rs are conccmcd, Xero:« hcr. 

infortiod us these two egreemcr.ts aro in offect, v;e don't know 

} * 

vrith v:hom they c.rc in effect or not. 

The other erreonent has becn cr.c cn unpatentc.d 
techr.ology by virtU2 of having thoce tv-o agreements, our 
allccat.-.on reeds: prcventing or restreining, so that we havc 
tdded an ellegation by virtue of thic ptrticular ćocument. 

Vour Honor, you esked a guection before ebcut 
‘i icliLi.. to isCiklct ?.ihc tc rciy rnRtij.i;t« lv on our 

| briofs cs airplified herc. I dcn't mesn to r.ay that <f therc yrs 
i a ouection that was sched and thoro was ar. additional anewer 
that we alreecy got i.n theso briefs, as you know, as have ' 
spent c great doal of tir.e on then — and carefully — fer 
exarplo, as tothe irrcpr.rablc, injury. I ćcn*t knew whether 
I firished m swe ring your gue-ticn fully, as to uli — we 


relv' 


on the — 


THE COUR?: I was rot trying to — 

MJ\. KAYDs I tnderstmd that. I ttnćerstcnd that. 

The conccpt that '.\c. Rsblnscr. raieed thr.t ve chould nov file 
effiderito r I thin’: i.r tlrraćy cr.swcsed by the Court of Appcslc 
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in thu Spectrum cr. se, wherc vo cuma in in Deefcrbo r, and v;c 
mado a chowinę cr market, v;e cut in 13 or J.4 cshibitc wbićh ve 
felt chow vcry ctrcngly, if not to a corccinty, that Xerex 
iteclf conclderc thought i to own license eorł-enente and i te ovn 
exprer.eion, theolain paper oificc ccpying is c bcpar&te 
relevent submerket, Xerox felt that weon't the time to analysc 
that pcrticular factual contention and sold — Kr.’ Robinson 
stid it'c a factual issuej there erc factuąl iceucs uli ovcr tho 
piece. 


Now, the Court of Appeelc, in Spectrum ct?c?, 
lact fell, mado it perfectly cleer that when you havc factual 
iasues, they aro not to bo resolveć on effidevitnł v?e ^cnn put in 


au affiuusrifc,' if wu«w Kr. Rob ir. son iz scyir.g it wha J 


did in Decetóer on market we should do now agein — 

THE COURT: No, I think that the iesuc io ąuit.e 
differer.t. The problem in tho fali was that diEcovery, the 
scope of diecovery should bc United because of your affidavito 
trying to show that tho rclevant market was, cs you ćefir.ed it, 
narrowing, et least narrower than they vie*’ed, and hc 


objected to bcir.g denied theopportunity to develop hic ci&im aa 
to the rclcvant market. 

Now the icBue in quito different.. Now tho 
issuc, aa you ir.dicated, hew to dr a), v»ith tho faetuel cicputr., 
but the ruggestion that'r been rnirrd io net that the factual 
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dirputc should be rc.solvcd cn the bacis of <i£fidAvitc f cnly 
thet you should krvc= to, <.n effaet, r.aJ c cn cffcr of proof 
to eee if yo«r fcctuai cleirs, onco ćeteiled, cre suf i.icLc nc 
but not to resclre ccńfllcts betwecn the facts allegcd, that'-: 

quite a ćifferent point. 

r 

•ł 

*®« KAYE: In that regard, your Honor, I say fwo 

i; , 

J things. One, X think wc havs rado in the coirplaint thc 
ellegcticn — whcther ycu Jcok at the original cosplair.t cc 

I 

i 

); a®plified or the emendeć complauit -r ellecrtior.n which do 

!: not reauiro ue in order to h&ve the right to hevo a preliminary 

; '^ńjwetioa hearing on a relatively expećitcć becie, to eona in. 

i ^ don 't have — I don‘t thinJ: is a matter of law there is 

I 

| anything further that ie required of uc ii. order to pvo^ 
where elreedy Xerox seys evety cnc of these iseues are hotly 
factually contested iseues. 

Kow, when I sey — w hen i ref er to the Decenbcr 
pepers and to that — Exhibits 1 through 10 and 11 through 12, 
ve thir.k that wa hr.ve iradc a vory ctrong shewing through tho 
moutho of the exeeutive officorc of Xerox ar.d through their 
cctc, thoir license rgreementn which broke up coated papor 
from plcir. paper, that plein paper is r. relcvcnt subnr.rket. 

N’ow, Xercx seys that's not fo. Ko say that 
there is no point in us putting in cn cffidnvit. *he ftet cf t! 
TT.r.ttcr i■’ that if th*M Court finć r th.atit'c a ro3event ruor.er': ? 
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as a per ee aiatter, evory cne er tho Ir ercclurire ;:g;.evrr<*nts that 

• t 

aro i r* c;:irt.cr.C''i r.o-.', and '.*vcry cr.& of their er:clup j vc cgrcer.cr.ts, 

! 

bo it with Eettcllc or anyonc-' el?.e # aic per se illcgii, mć the j 
Courfc would ęr&nt relief en that. becie. ! 

THE COUItTs I think the focuti is not er. yo\!r deitiling 

I 

your elenontn of mtitru<it violation, but ycmr detailf.ng thci 
clciKd of irrepartblo injury suffScient to er.title you to ter.porary 

relief. , 

! 

MRr KAYE: Ycur Honor, they nre irtertrined. Let na 
make this point —* when vre — in Paragraph 26 or 27, vhcn tho 
effects of tho violation aro tho effects on cli potcntiiil 
ccnpetitcrc and actucl corrpetitors, one of which ic us, one of 
winien ia SCi-I, Lł.at wher. vn enpees th* Y<o??M.onv. one of whio!» 


15 


16 ,! 


17 ’! 


ir 


19 


20 


io the rafusnl to grant licenea to SCM repectadly, when wo 
•xpose all of thoce and tho effects, tho inerease of barrierc, 
the greator difficulty of gefcting into the butino gg, wq aro, 
ir. fcct, ohowing thcirreparable injury to SCM aa c patential 
campetitor, to other competitors, md then to the puolic as a 
wholc, md that the ouly functicn cf my further offidcvito 
on which the Court hco juct ccić, you cm't docf.dc thio mrticn, 
will ba to d*.;lcy further md to delay further. 

Kovr,ve tnudti our netion for prclinincry inju.net ion 
on July 31. Ku acked fer a hearing, pror.pt pretrial confcrcr.ee. 
Koro:: cbjcetcd to that. v:e hrd that eon fo ren co. 


Xcrox nrć<; 
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. 8 i: 

10 i 

11 •' 

12 !i 


its ir.oticn wlth vói ;p«efc to thc &*r<cr.dr.d coapi.-łinfc, thc origi..al 

I 

i 

ccrplairt vrr* ct. laycd, and vo hsve fccr.n pi*''-:. t 1«:5 £cr o 
prelircinory irijuncfclcn £rcn thc? wryoirtccc ci tli 1 o ccu: cn Juiy 
31. Wo aro prc.pr.red to go ahecd a;; May 1 , oecpito thc fact thal 

Xarcx hac becn vcry, vcry clow, Iteclen fcoted in dclivering the < 

‘ ( 

. I 

docuaicnts thot — and the answeirs tc the ir.tarrocotoriec o£ 

- I 

July 31, wc have not l.-ad u flcw of thcrc docur.ents łr thcy 

ir.dici.tcd, vo trc golnę to gct thcrn on Aprll 1 — 

TKECOURT: Aftcr ell, X havo thcir Fule 37 ino t i on 
concemea with yourlack cf con;pli»;rcQ, bo ve heve plenty 
of prcblemc — 

MR. KAYE: Ky point io th&fc wherever it. ntar.ds, we 
are rt'Ł' 7 y tf* rp on Mny 1 . and we think thut cmy furthcr delty 


in going ahead v*ith it, acsuming that day or therenboctc io 


I 


16 • 


17 ■ 


iy 






convenient to fcheCourt, is only a ćelay whicn worka in favcr of i 

t 

Xerox, aa far ac tho sub stonce of thcir cllcced ironcpllsctlcn of 

i 

this entiro bueinean. and ourability to try to get noulng ir.to 

i 

thin business. When I ecy "ourc 1 *, I mean SCM. 

. I 

TED CCDRTi Ali right. Kovr, wc have to ęivc the reporfcc 


a ronrnt for a break. 

I aseur.o there is f cncthir.g rtill to bc eaid 

% 

ab out thc probień with recpect tc the interrcgatorito? 

KR. 1'IERi Ycc, air. 


I 


THE CCTJRTl 


Do the portier, ccRtcr.plate tcyir.c anything• 
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e-bout the p-.ndłr.g Rui o 37 noticn, cr i*, that to be cubnitted on 


ptęcrti? 


MU. ROB IKSOM: 1% o far es Xcrox ic ccncnrneć, your 


Kcr.cr, the t r.attcr hts becn submitted cn tho papcre. For tli wa 
kncw, you hod ćecidsd it clreaoy. Nobody ecked for orcl 


argument. 


KR. GOTKIK: We are not seeking orai argument. 


W& aro content to rent on P.ulo 37 papers. I r.jght send your 
Honor a ietter bringing you up to day cn wherc ve are on our 
production of fectu&l documents, if that's in order. 


KH. riHR: ęood aftemoon, your Honor, may it 
plaano the Court. 1 would iiko to speah for r f>« rainuter to 
the ąuestion cf diccovery, which waa duo and owing by SCM to 
Xerox on March 4, 1974, and es to which I think it's quitc 
elear thet SCM is in complete dofault. I think I would like to 
elear the blurred record on whether or not aćeguete notice was 

i 

givon of ny intention to diecuss this today, your Honor, so if 
you v/ill berr v;ith no, we received plaintiffr; ptpers at abeut 

! 

Z o'clocJ: on Monćny, March 4. It was cb out 4:30 yeetcrćay, Kar eh 

\ 

I»th, rt which I decided that tho only courrc. cf acticn opon to 
Xorou was to rcise this matter with your Honor in thehopc that 
wa would htve a qu.ick reeolution of this eivt*.tion without- the 
r.ced fc-r fi ling anolhcr mot. 4 on r.nd hcving retrmrd briefs ar.u 
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1S1 


x spohe to 1't . Co] ći<: toin , who wse tho ne;. ? iy 
enlicted patent ccunccl fcr SCK, whc udvi; !C U me that !:c wae not 
intcnding to bc hero today. I told hiu, I cencidercd hic papcie 


to bo in ćcfauit, that hic Client was Ln ćel/.ult, and thet I 
intended to raiee that ąuection and the a t ten ć ant iocucc tcćry, 
and I suggested to Kr. Goldstein that it b«hooved hien to be herc 


I cis o toid Kr. Goldstein that I v;as aoir.g to tc*l 
ttie Court of ny conversation v;ith hin so that therc would be 
noąuection about notica. Kr. Goldstein thanked me, and cbout 
five minutea l&ter called me back and told me that he had just 
discu&sed the natter with Kr. Kaye and it was decided that 
Kr. Goluntfc*łt woulu noi*&thclccc net rttor:d today '3 ?*r,p>cn. 

Wow f your Honor, you aro, of course, completely 
aware of the probiera of this discovery which nucessitated 


P r * tr ^ a l ruling No. 5 for the eimple expedient of dealing with o 
30-day reąuest for timo. Originally, that 30-day reguect was 
madę to mo directly by Mr. Kaye. I told him that if he would 
object to thoee re.guests which wore objectionablc in hic viev, 
with In the 30-dty period, and givo ro a cchcdule by which ho 
would proćuce that, therc would be no problem. 

Kr. Kaye apparcntly thought differently about 
my cuęgestion and como to court fcr 30 d;vys. 


Kcw, I bolitwo, your Honor, thr.t thic tctal lt.ck 




/ 
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15 2 


of recponse and thin ócfault violu\vho cpirit of yc-ur ruliny 


•' • Kc. 5 withcuć qccotj.c75 u I clco thirk ifc'e ś -::. irprciticn on 


4 ne and nr/ clier.t. 

i 

. 

In łosking c.t, for cjc&rr.ule, the interrecatoriea, 

“ | 

ó ; which plair.tiff 6cyn theynecd 60 rrore days for, it bcing 

!• 

/ | underctooć, of courr.e, thcy have beon jn their hanćy for 

I 'i alrcaćy three rr.cnthc, as ido from lnterrogatory 1, wnich r. i.nply 
v ; reąucets pririr.e^eu ć&cuincnt?, the Łer:t dereń ir.terrogrtorits 

•J 

10 C6ck tho foundaticn for certaln allegationn in the complaint. 

ł’ f * 

II . Now, thc cccr.plŁint was ćrafted by the 



13 involvcd in the o>. *c, long before p&tent counsel was retcined. 

14 ;i It would neem to ne tnat the r>>bpo.tbes to.Łhoi,* ii»U:;:rc.ęc.-..ori:.c 

•i '* 

lj ' should net tako 60 dsys, they should have beten dono in tho 

i' 

lć i ono week in between your Honor'c ruling Ko. 5 and tho datę 
17 i the.tthe rerpensea were duo. 

•f 

ie 1 The aort fiftecn interrogatori.es , give or tako 

I 

19 ono or tvo, reguecfc the namen of eirployeec of SCM whohave 
yp certcin krtowledge of the liccnse agreemento prcriously 
2 i entered ir.to betwcen thopartiec. 

ii Herc again, this in not the kind of brocd 

23 cwecping interrogetory vhich reguiren epeciel knowledgo. In 


fcct, ncv’ly eppointed patent counrcl here, ag&in, wouićheve no 
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h !: 


1C 


I ! 


12 ii 

i. 

,l 

» 

14 

15 

ii 

. . l' 
10 »• 

I 

I 

17 

la : 
i 9 
2*> 


-■j 


Corporation v.o got Mmt An.Vozs.aUcr. the * ay my ctfci-r 
wouid. 

I thinłf, your Honor, the gutction heros i& vhc.tkr.r 
er not FCfl ic dsclirg v 7 ith thic ćircovcryin gocd faith, or 

i 

whether vo hevo e citucticn where fchero la a Irek of r.cnpoocr 
to d*al v£th cli tho tcrloue problcms. I notod frora lirtenir.r, 
to today'o czgumenta, fio wali es cn other occcriony, ŁCM 
lo quit3 concerned with n.ukir.g hcoto and rceking suro thet 
everyone elre is moving quic!Jy, but thet doenn't eeen to apply 
vrhen they hrve to renpor.d to thla kind of di£covory. 

In termy of the qt*aetion of good faith, for 
exar»ple, t look et pl&intiffe renponseo to defendant'a 
łnterroęatorfea 1 through 43. The 32r.ć ir.tcrrogrto-y reym 
"Idar.tify ecch person vrho was coneulted or whose docunentr or fiieo 
Kero consult? d in preparing the enrwer to cny or cli of the 
foreooing intrrrogŁtorie«:. H 

Tho anewer hero im "SCM hns no objection to thiJ 
interrroęr.tory cno will prorido the reąueated Information to the 
entont thet t.uch Inforru.tion iy presently in tho pocucftsion of 
plcintiff." 

Th&t eir. oly ćotvn' t m&ke $cnse. Thcu'e tho Lane 
enrv.ci tkot v.*£.u givcn to ebcut 20 of theother ir.tcrrogctcri.cn. 

CU tho cccurar.nto requeet, yc\ir Horr.r, without 
goi'g inro fchr. tę*, fi dr. ci tł o rrcuer.tn, I ern rrprerent 
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ć !' 


.0 


io 


n 


13 


16 ! 
17 
13 
W 

»' 

I 

20 ■' 

9 J » 

Y< \ 


i 

cr.xta£nlv thufc thfer-fc rcijtc&tt aro. very r.r.rrov? t.*.d very r.pecific.. 

i 

The guestion of vbcru to lock £n pleinhiff a filts for thc.-.c 

w i 

documer.tc could t<. rccertdr.ed with vcry lithlc werk. j 

Kj.afc I v.c’«?..d 2£:.c to propecc toćr.y, yeur Honor, 
ic that if Kr. Kłv& will br. ccrwwhet coo?ercti\)C, cna 
I dcn't łttfcfcn hivn pcrsonally, but if ho cen rpestk for hir iŁwycrcj 
I v;ould li):.e to cet rgreement v;ithout goir.g throuęh uli of tba 
pcpor werk rncrrr. ery.- fclitt, *r t.c the firrt K intcrrcgrtcrecr, 

I men t i one d hr.ve to de with tho ccrr.plcir.t, thet I hevo &nrv'ers 
to to thoro by Kurch 15, end thifc łs to thG bcl&nce of the 
intrrroęcterj.i&s, thrt I hcve c.nswerc by tho end of the month. 

I don't think th&t’& unrecffoncble et ell. I think it’a 
rurecsonablc to meke me vrc.it until April 30 for all of thoee. 

• ■ As to the ćocuir.snts, I notę that ac to one laręe | 

portion of tho docurnsntii, Xeroac io invited to inspcct certc^n fxl< 

i 

which will bo irado aveilable on or abcut April lOth, «-nd it wovtld 

i 

appeer thet othrr ćccuments will bo prećucc.d thereafter. 

Herc ccain, ycur Honor, I ero cbsoluteJy no 

I 

reef-on wl.y cocument producticn ohould r.ot start cn Kcrch ).j 

l 

with ineremento throuęh tho cr.d of tho month, hopefully by 
April 15, for ojicjr.plo, thc.y will b<? completcd. 

Now, i£ thio i3 a guection of ir.enpowcr, i 

I 

imfortur.n.tcly, l*n cr.ly teo fcmilier with youv Honor*:< ruling 
J.n tho Litton euro v;hicli rcor-.r to der 1 with that gucctJon vcry 
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do *._ni ti vi* ly, ł*ici I y.ould i ikc to hece frem ?!~ 
wili r.pcsk for fi CM on iscuco t-.hat I reised u:d 
eeo if wo c&n r«colve tn£n problem herc tedny. 


155 

Kr.ye or v.hoc.vcr 
I wouldlikc to 


11R. KAYE; Vou* donor, I dcn't kno\r vitcilicr ycv 
hevo the copy of tho respenso of SCM? 

TKE COUET: Yee. 

MR. hAYE: • Ws did not file one. Of courte, the*e ic 
no moulon fllcd i»r«d no noticc, and fchere hce bccn no ccrplitnco 
of thio Court vrith respect to negetiation, r.cr 
is there any moticn, es far es I can tell, thcfc before. tho 
Court, eo thet I don't know whether there is anythir.g th&t is 
before the Court to be ruled cn. I think that'a tho procsśurc 
tl.uu ł.Ł-i. r-eer. fcllc.-ed hzn b*»en er.tirely wrong, ctiil I thtik 

thet cnlling up et quarter to 5;00, if thet was the timo, to ~ 
for a party to itself, in effeet, aign en order to show causo, 
ia not the procedurę. Nevertheless — do you have our responcc? 

THE COURT: I was handed by dcfendant '8 counscl two 


documcnts, ono called: Plaintiff^ response to defend&nfs 
intr rroęjŁtories 1 through 32, and the other: Plaintiffs 
ret.prnse to cc*lenount 1 o teccnd reguest to prcduce documents. 


MR. KAYE: Was there a letter asto whot tho iacue wco 
to be put on, is thore anything clse that v;to — 


THE COUKY: Just those tv:o ćocumcntn. 

KR. V.\ YE: Wcs c ntitterent mado as to what the point 
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1SC 

| 

wn? 


Tlili ccy ;*T: I h-d &p.f.cr-.d ihct t!a co lv.o doeux.u-.:.te 

i 

verc filcć, I Iiia arriurrsd net Crcr. cnythir.g /crcii'e counteł rciu, 

I 

1 but I ht.d it: cr-ur<r.tty fncorrcctly fren the far.fc thut 

I 

I 

<■ 1 SOI vf:c tnder <_n order to file tbeco decunenfcs by Kurch 3rd. 

*• I 

U . 

MU, ILY.T.: I‘ia r.orry, yrur Hencr, I ncvcr ur.derr.tocd 

. i 

* «' 

S tbrt i> rept^onne — so-caliea reeronne. -- to a doeuasnt me.dti -- iu' 


■> sonething hhuć hus to ba filed, fchafc if theeth er perty Ln not 

1>' aetiefied with reepanse, it then tnrkes a Rulc 3? moticn, ai'fc«r 

11 negetiatfon, thet tha reeponpe lteelf ic not a filecble docunent. 

12 i ! That han been cy undcrsttnding. I don't know, for er trupie — 

I jest *ant to ęct bcck to the proceduro, th&t vas followed by 
1' proceduro, and I »>jn roading from xto recpon&o to un, , Pugo i. 

“Defendant v?ill rvJ;e «vailableccpies of the ćocimento reeuectr-d 

| 

■ć for incpection by plaintiff upon ressoneble notice at a 
17 place to bo agreed upon insofar tn the dafcndtnt doet not 
<t object bele*?." • 


Thic io on October 24, 

TI!E CCMJRT: Befors you cot — let rr? unćerrtunó part 
of vhut p&prro tre cvc.iicble. hm you Enyingthat when otch 
pido f: rvrc.ro intcrrogatoriec, thoy don't r.ebmit tho?e rttponres 
to the Ccurt? 

MU. KAVS: Tn tcrr.o o£ fi ling to the Court? 


T -L'! ChUI;?. 1 ; 


V< r. 
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Mft. KAr.fi A-i iirjrt 'u cunr ciiciriti., do r.c-t filv 
rccpcnrc, Uu:t ft c’cc;v.w-l. es. i .'.ca u . v . r.. U;*. rr;t.: )«i 

i 

kr.rcr., ko hr.V2 rcrpcnr.c. Ur-dcr the rew rulcc -- *-hen I ''tl c 
ncv rulc.3" whea the r.ve:ićcd rolet? camo i.nto cflect — you ę«vc 
thc. othe-r sids a xerpcr.cc* &?.cl then if thcre.cro objecticr.c er i 
probleiur, you try to work them out # md then the peper thet 

» 

ia filed ie the P.uie 37r,r.tJon»\?i.ich dce.le with anly thoco — 
that port: en th&t raty ba cfc isBUa. You cm h>_vc. a roppor.ro ^ 

thw.w c th_ł?a ir.chee high trt hcvo only ono er tvo .itcucc r so you 

m • j 

on.:y put In the paperc only tho mentora tłict uro et: iizt.jo, 

• 

Your Honor, I etnnot cpeek to the practico hero 

• • 

i*. thxc ce.t»trict, niwing been relativdy ru*.w, but in ttny event» 

i 

wnet v«j ćtlu hero v:hnc xorox u,-.u o*» Oclohar £C ery they vr*.i> rl 

mąko ccpie.G of the documento łvł» 1lobie for inepection en 

reecorable nctice, but they didn't ney: v:e aro golnę to gi\\j tkem 

• * j 

to you in 30 dnyy or in CO d&ya. They ći<In't ety vhen they 

I 

wero go.\r.g te givo it to uc, nnd yr.rious of the rer.poncea eey: 

we will givo ycu tJ:o docur.enta, or vo. will ęivey©u c?:ly so i;pny j 

I 

of the ćocwuncr.ta v;aieh ycu reguc:. U d cz folie*:!-, and tho retu cf 
then vo object to, but they dcn't Uli uv uhet duto, md whea 
wo reooivcd this, cbvioc*jly, in vi-w of tho IZO Cr .yc cf ertension 
of tiaro, vc knew then thet \<o vorc not gc-iitg to gut thes 

i 

oocuiKn-tr. rirht thi.ri and thc.ro* r ć then vo i..-.6 a depciriticn * 

• * I 

v f 

'■ r *- *-’ ł A 'ter t v-;v. ov.- r , in Jct<5 KoNirbcr* vre crr.o to 
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150 


6 ’• 


S i 


10 ■! 

H 

■i 

n ' 

i, 

ii 

1? i! 

jj 

•.c i; 


15 


16 


1 ? i, 


1;' * 


I 


I 


court r.d ve calu thcy ehe ul d l:cve ur.til the cud o i! J er.ua ry 
cc to eor.e, md the c:id cf Deccr.ibr.r es to ror.c, and yccr Horcr 
ren do red c rulir.cj. 

Au to the interrogetory Łnrwerc, thcy caid ir. 
tholr Łnrvcrc: we v*ill give ycu. the &nc,v:cr. Theydidn't tell 
uc v:hcn. 

4 

THE CC UKT i Thcy vercr»'t uncer the rrnc ki;ić of tire 
dsadiine ycu Kt.ro, v:ere thcy? 

KR. KAYC: Yee, your Honor, the exect r.Łno cxtenci.cn 
thufc vo get we gcve to thea to reepond. I think we got fren 
your Honor — ur.ćcr your Honor'a ruling. Wo gtve then en 
cxter.ci.c:-. to retpond to enewer or othervi ł.c plead, vrhc.te.vcr 
thoiro werćs, were, beceuse I think they were the cnes thet thcy 
effered to U3. WE signed thet ntipulcticn md gevn then 13 4 
dtys, end thic is the recpor.se tlict wc c*ot, but they dićn't 

i 

tell us, en v.’o caid on Mor.dfcy, we dićn't — thcy ćiun't give ue j 
cny tiz£i echeaulc end thcy cera to court herc md ecid thcy needdu 
t.o May 2 5 to figuro out whr.n thcy could do it. 

I 

In n cftŁO, whether thie cne cr thirpetentccco, 

I don't thir.J; cithor r.ide — crpccteć by nny loo?: of the-. rule.s 
or my ether weya, thet cli of the docunentc wero going to be 
recpcr.tcd, hut in fr.cfc, Xcrox, cecpito your Hor.cr's order, 
her ęivcn uu — ind fchr.y r,c\ e it to uc three ai.yc ego — thcy 

your !Tc«:ox* hr.ti ircJcntcd in 


cc..vi; ur. o '»ti ber of. ćocuncnfa co for, 
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your order, ty co-accl hed sald, thzt thorc * ŁS going - they ! 
cxpccl.cd that would bcccr.e Lvcilablu they ca-e alor.ę. 

ihe GRrc eooplr-ir.t that wo make, and vo mado J.t prirctely, *:d 


vre di u net cc~c to ceurtevcr it. bc-muc 


i 

wc wcj.e gcing to ccccpt 


tlie eituatien, Łnd we will get then preeumably by April 1, tn d 
wc will do the bant we cen, but ticectly the tamo complaint I aa 
telking Cbout now was mado by the Fcderal Trtda Cornroisricr Lr. th« 

j 

nofcicn filed Itct w tek, junt ao ccur.ecl ctoaćhcro tnd łłIć thorc , 
would bo a contipuous flot/ cf documents, in Washington hs htć j 
fca^d tlierc would be f; fcuict cf do cur.cn te in January, the FTC — i 
thet aaye thatjirc* August, Xcrox has given tben .10% of what 
they aoreed to giro then. 

But now I want to como to the ir.terrogc.tory. We 1 
nov. ery in the document3 , in recponce to the docu.Ter.tc, there thc.t 

1 ‘i 

wo aro going to rtert making them arail&ble on April lOth. 

Kcw, wo are talkir.g about nillior.c of ćocumentc, 
and we hcve caid thet ta to tho firet two reguecto cn ćocunsr.tc, ' 
wo ccnridcr tlicn to bo burćcns-omc*, wo didn’t cay that wo 
conciccrcd fchean to bo irrclcrant. In sorr.e inctencaa wc harc 

i 

cpecifie relcvcr.ee cbjrctior.a, but we have nrccrtaincd in threo 

i 

facilitics alonc over 3C0 filo drawors with nillicnc of pieccn 
of papu;:, and that by April lst wo will tell them which of thor.c 
filo cabir.eto or d rewers they — cor.o in and iook et cli cf the 
dccur.cntŁ, bo er u. o we hre..* i.cv: and wo havu brr-a vc r*:i.rv a t it 


I 
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thct. ::.&r.y c.f th<r. aro rerpcnc„ 

Ncv; f it is h^rcł £©i :.\c to br.lic\* C.c.t Hojc- cr.n j 
cl.ci .thnt c,v.i* rf.r' 7 orc In fcbc.t s^gerd i? 3 *.^ł*"cn‘:CO*-b*c» 

i 

7iT. co tho lnic£to>|Łiorit>3 r * tkir.K it ic r.Ow cn~y” — 
cptrt frcn thc» ftcti thafcifu fche rcomlng r.ftsr, a cdi t.fc thie 
tiTso of ćisf, but for ccunscl to ery tkat thcrc intcrroęotcr.\os 
tro cacy er? pic, 1 tbrcuyh 3.?, vh.cn thay rc.y cc to cech one c£ 
Uhcrii cfvii us cvcry fect e.nć cizcu?r.r.tancG th&t you kro^ t.hat 
rclitor. to thic clc.in, ovcry cinglc foct and ci.rcuT.rca-iCc, 
md vo sć?y ve v?iil do it, er.d Łhcy ccy thet cr.n bo ćcno 
ove»miękt, ycur Honor, I thłrh that thcCourt io bciny pot upon, 
it'r. bcing put u?cn in a cituatior. vith reepset to tkic CC6 
patant v:iioro I renpcctfully — moct recpectf.uliy ora-, i v.odd 
not hove reiseć thls point, your Honor — I sr.y it with tho 

* i • 

greetest rertrnint and respect and gzcater.t ćefcrence — Xerox 
hao othe.r pendtrg r.uitn on 0C6 petenta which ure ltying corciant 
v:hc rc there aro no comterclains agr.innt ther.i on antitruot, 
vhcrc tKr.y hcvu bocn filed c long ti.n;s ago, in Saxoncj»d 
SAvin, x;y ant i trust countejrclisir*'c, Xc.rox io r.ot intcre-r.tcd in 
prerrir.g thoir clnin. they ara lntarccted in.pwihing us łc hard 
as« they cwx, and ia viev; of youŁ' Honor' u iiaJir.g, w o aro roir.g 

to navc cero as herd as we cen* 

1':,*. Ficr eryr. vc r. kedd htvc ar.tiwcrcd then by 
Vi v- ,~.v -X. i'?.: '/i.Łi; cf tire r ;1U x* i?; I b.V'«: bcer. ł.rsv.*?y 







I. • 
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"»>' i 


łnvolvcd ir» the p*tcnt tride of the caio c.nd 7 hc.vc tar. l.< :.vi.'v 

involvcd i:, thir. br/.o fir.g schcdulc. 

Mr. Ficr in hir. lctter of Fcbruary 3 ćićn*t t ł y: , 

** * 

anrwrr thc-rn on febrw.ry 3 oj: anrv. er thert on — givc us a uckc óulcr 
We have givon the.T. a cchcćulc. Kr. r.'cr pointc to ir.icrrcgctory 

i » 

f * * 

32 and eftys: read the interrogatory, it happcr.c In the 

.. i 

f - Litton carc that precieo interrogrfcory v;r.c cbjcctcd to by 

I 

1 Xe*rox on the- grocnć it cails fcr v;ork proćuct and Łttosroy-clicnt 
prJ.vileęc. 

% I 

We locked at that and wo sald, w o arc ęoing to 
ęive thcm the inforaation. In fcct, on the 32 inhcrrogctorica, ; 


i o 


U !• 


wn eaid irc woulć eive therr. cvcry one of thc 29, and as to 


15 

i 

16 

17 •; 

18 
IV 


thrse othcrs, «re-iiftvu.— we tf«y wc ara golr.g to give * r—.—Hnn 

of then. 

Your Honor, I don’t think thcrc iu a rooticn beforo 
you. If thero ic a motion before you and you want Xerox to 

I 

cubrnit como kind of pepcrc with a propocal, we will reepor.d to 
thcm. I think that my responre ouoht to bo r.deguete ns fcr 

I 

as thic tire ia cor.cerocd. I think that wo — thr.t thcrc ic 

'* I 

nothir.g further that it be ,ir.volVwd with thic — I ur.ćcrctend ycn 
point front this norning. I think Łhatboth sidcc now unccrstond 
your point, co we will both deal with it that w;y. 

UP to thic pcint, «cro:: in the firet inrtmce, 
arsd SC'* i r- thc ecccnd ińrtenre, felt thcrc e?:trnticnp cf tir.o 


I 








E 744 

Proceedinge of March 6, 1974 


Cie. not rt-ewira to r.r ; r.'<cr cli o f thc&e, a-.d v:e undcŁticad, cr.d 

I thlnk SCM ur.dr ; rctc."Cii, rr.d I Uur.h >:crc>: new tudcrttuAśs, 

vlit t you hed to i c.y tr.cmJr.g cł;nv,t ihf. pnrticuler dred Un os , j 


tut ir.eofor i.s clc.Lt.Ly.r or rcI .:!...:j cl- y chc.-;ę.j !,-rc of Lad fc.it 


li or 


tr.ythir.ę cl «v. lite that, 1 tbir.J: ifc'a eut of crCcr. I thirj; ifa 
out cf order v:hr.r> v:t follcreći theproeedurc thet they follewed, 
cvć\ particulorly v*fccae we follcwccl the prcceówire wbich vo 
tłicuęht vnc rscscncblo, and which in thiu circunctcr.ce io 
rccconable, alco. 

TKE COtJRTi Cortt.ir.ly, I tęrco wifch you nethirg ic 
p<w.ćirtg on. thin ouection, and I alco think 1 undoretend thr.t 
yets entwer t» K z. rier*n rpecific quection ic; no. 

KR. K7.YE: Ky cnnwer, your Hor.cr, is \*o httvo ccia 
on the ir.tcrroęcfccrica thet we vill fumj.ch thosear.cwers on cr 
befero April 30. I cc.y to tho Ccurt that wet will furnich thera 
ec they crc ctraiicble, as did Xe>rę?c. 

Bw, Xcro>: hes not fulfilled, ac far cc v;c ccn 
tell, thet undertekirg. Tbc=y didn’t da it ~ tho.y caid tbc.y woulci 
hr.vo a cubctiuitial pertion hy Fubrucry 3 5, they dićr/t cc it. 

I heppen to hcvc porticipated in theco, uid I kr.cw we ero 
alrccćy tccsking on tncwcrc to tho interregniorits, I 

pr.n cnclly rcvft.v:cd cncwcrc, I pcrconelly fc.7t they vcre net yet 

. 

• i 

corplotc, thet th< rc wco rcorw werk to bo ceno, and I der.’ t U.<nk 

* 

thet \;v; i.be. ute.bo r.cv.‘ .*.iir,g Kllj. rc'.pcind. v.y ' ^ ł:;v v. B fc'*aC r u c.d 1 







I 
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<av!>ss»ntei tcosceOcme of fsith r.r.ac. ; c-i,.* r C ,. : 

Itr ettc-moy c Zr th.’a cccn - 

i 

TLK I do:i't think hc is cleir.ing bad £i.ith. j 

he ant^czpctef. that ho wouid hevo sonc recponscc on Karch 2rd, Ł r'd 
ho is alerting na to thc fact that hic exptctttion has been ! 
dieappointed. AS I underptand it, thafa thc point hc wanta 
to brinę to my rttentioa. I don't underst&ad him raaking eny 
ailegetiono of btd fcith. 

I think the only way I cen dcci with it is this: 
there in nothing pending, and thcre is no Kule 37 raation penditg,. 

i 

I don't have a chortage of Rule 37 motions, co X don't need anoJer 
one. I think it 1 s a matter — thio is P r*cicoly why we hav* 
thc loccl rule on diecussion. xf tńe parti.ec bolicrc th/ifc 
there is a dispute between them as to discovcry complience, 
they ought to eec if they cen resolve it, and if thc tln*table 
Hr. Knyc hea proposed aeemc unsatiofactory to Hz. Picr, they 

ought to diseues it and sec if they cen work out an cgreeeble 
tinetcblo. • 


l'f they ccn't, and counaol for Mezon thinkc thet 
thu i.ct result of that negotiation gives then grounds for Rule | 
37 notion, then, cnhappily, they will hcve to precent it, j 

but I eon' t think I can niirply tako the fect of SC.'1's 
renponko cn thc bnriu fer meking cny kinć of perenptory 


ry.:;,v . 
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t 

i 

j;r, 1'AYD: We den*<: ttklor a ruling rcjccr.irę 
Łrythlr.tr, r.c*r, i.t fecr.e to uc, li: tberes ar.ythir.g to grer.t. 

i 

TUJE CCr.RTs I underettria. I thlr.h it‘s c nr.ttr-r i er 

i 

negrt.it tlon, er.d i.f nt. ęotietion in nc-t RŁticfcctcry, tUa ter; 
the srhrJ.Lcj.crt of whete vcr rasticn the disf:p?cirtcd party thinhn 
ic cppro >rieto. 

K.M. FaETi: I hed underttoou your P.ulc 10 to relrte to 
objectionn neda to di£covery, er.d r.ot to a cifuation wborc a 
psrty ia in default in terrr.fi of. ęrenting any tnswera nt cli. 

I ćidn* t know thet I v:es — aro you tcllir.g r.s, your Honor, thet ; 

* ł 

I wav net, et thio tlco, Bubnit o nule 37 mctlon seoking 
Rcnoticns eoninst SCK for feilure to enswer intorrogatorics 
Ułu l.illaro to prerie rr.-ur.mtti, I cennet do thet befern I 
ćiccu*a the mattar with tho oppoaing counsel? 

7KE COURT: Weil, I auppoco you ero right, thet the 

i 

Ę 

Iccal rule conteripletea the isfiue of objectlone, priirc.ri3y, 

per herc totolly, end porr-ibly this issuo ic different. It vov\C j 
. I 

p<jcn to ire thet beforo cny cido vented to ro.guect tho Court for 

i 

eny cectionc, there vould bo tho ncr.t inforr.cl erplorcticn S.S 

ix.'r, reclly needed. Ko hcvc alrccdy had ono default rot Jon in 

thio chtln of lltięetlen, not in your c&*:c — 

MH. URYE: Th© reccon I cny thet ic — Kr. Ficr — j 

ic iH-rlicffi net Jani li ar with the fi ct thr.t vc did rr.S ro tho 

• . 

ru«f tif.n of tir.' r.ltcr o«r dJrcurricns by \:ay of Rule 37, c.rti i i 





E 747 

Proceedinge of Marah 6 t 1974 


Mr. Ficr ęc.?3 eh«ł:d with hio rc-ticn and Lfe grcntcd, tlitn the ! 

the 

wVI 1L tliL c XC IC'*v lic.# r # «. . ^ ł/»■ » . j 

hr£ * becn ir.tfcir.g, Xcrcs: hcc been i trel f in dcfrult vith S5$ ot 
the i ntcrrogrteri e.i rad ćocuncnt rcęuerrtc to which cn Octobsr 

i 

24 the.y 6Łid tl;cy v;ould reapcnd by t-.itncr giving uł: ćocurtcntŁ o.t^ 
givir»g us tho ieievror«. 

TKE CC15R7: In th.it tho oltttition — 

MR. FIER: May I cnk you thir, gjcrtion firct? Plclntilf 

; 

wts carcful to point out in thc. ir reepcncec thot to charŁCterire 

a 

the patent ceao a c thc "the no.\’ Ec.vcreć petent cace*’, your Honor] 
aro you trecting the patent ca te a ł ł ćifferent case fron 
the antitruct caco in the se.nrc, for c Karpie, would I be in a 

j 

pocitior., aesuming tnat i hau cctnplited v/ith tvcx>Lbing that I hal 

to, thet I hed to, would I bc in a position to tcek a stay of cli 

i 

proceeaingr; until the entire ccte pending n recponuc to diecoYcry 
in the petent ceno, ot is this being treatod scparately, 
patent carte horo, patent entitrunt cace herc? 

THE COURTs Wall, I <?on’t rcally know cu.ite hbw to 

“ I ’ 

deal with thr.t incuir-y. Separata fer vhct purpor.t ? The Icłułc 1 

I 

voru eevcrt d, vhich norral.ly Fiianc, covorcd for pv.rpone p ; cii 
dsteminatien, thet tho fr.ct finding v.'on't cccur sirr-ultanc ovrly. 

MR. FIFH: Thet. v.'ts ny uncvrstcnding. 

THE COUHT: Khat ot’*cr ccrrcgutT.cen lic,.* freta 

I 

f.ctcrancc, I €zx't \ ,'r.t to jut t cVr) vit h cn tho spa* cf tho 
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I 

so^r.t. THy ero set teptrete ccrcg. tt.cy dcVt hcve'ccpcratc | 
nu., jc- a if the;t , r tho mearutu of tx cara, bul. the icsur.ij ender 42*i. 
y.erc f«vcrcd r and vhrt remedies you night hr.ve in the cvc.r:t 
comethir.g unte^asds herpuns en the severed ii:cuo, whet renedier. ' 
ycu mi.cht htva with rer.puct to thn ether ienuo, I junt don*t 
want to begin to npec-ulate about that on tl:c spur of tho moment. 

I dcn't mc-an to say ycu hcvo r.o rcńcdy, but 
I ccrt&inly den't want to tsuggect that you automat!cally heve 

& remedy eithor, that raicen a lot of probiera that hopefully 
von*t erieo. 

riER: Your Honor, Z cppieciato your timo. 

T. wes bopeful that plaintiffs counsel woulć. teree to a moro 
reaeenable schedule. Z eee that my hopea wero wrong. 

TKS COURT: Zf it*s tho fect that — ac Mr. Kaye 
ir.dicc.tec that, in facfc, he'o adopted a practico which Xerox 
has already initiated, that when Xercc:vae coufronted with a 
dccdlir.e, albo i t tho dacdlino giccn by consert ef the partico 
rather than by rc.toic.tien of a ćitputc ec te deeńlinen, 
thoy met their deadline by filing a documcnt tiitely %:hich 
reid: we will coaply Bubceguently. Thcn it'n ccrtainly net i 
eurpricing t!u.t ho would have theeght thot's tsi adeąuate way of 

i 

rccpenćing to your rec •. rt. 

f.R. TIFR: I **» C Jing one efce-p further, ir tho hopc 

I 

brh:-nrl u;, 7 ;.r. n*yh;ę rr;, ehi.y, ne J.c tnlring cboc.t 
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1G-; ; 

/>nril J9. I Wfco hopeful horo tod^y I would :,ct c. ćificzent j 

schowało prOFGŁ-cci to r,*, evcn thougń it mięli t mctn ccr.« 

i 

ecoiŁicnal v oi-k and ciCo.vt on the ptrt cf SCM, to tlu.t cud j 

j. 1 h '- vo becn unŁ '- c cei-rul, to I v.i.U iollew ycur Ł u=«(ccticn, . i 
your Honor, cnd takt it up infonually and if i ctiil do a' t gct 

i' ŁnywhCŁŁr 1 win S ivo yo« fcnothcr r.otion, rnr.yba I ca:, 

9 lv e it a ćiffcrent tltlc. 

KR. KAVEs I hcpo no rrotion ic mado. I ćc*'t Lhir.k 
ou: villiagnect» to make cveileblo tho enonr.ous nurcbcr cf doouaantc 
i on April io for incpection ia unreasonablo, m d intcrrogctoric3 
— «nd wc aro Łtill waiting for whafc aro probably going to bo 
aubrt&ntinl docracnts on a number of our itcreo that roleto j 

to pctints and tcchnology, and hope thet ;:orox can us.e i \.u 
largo legał nanpowcr to fulSill its eacicting cbligaticn, and 

WU src 9oln ^ to do ou * beat to fulfill ours, and we havc 
alreaćy done thnt in largo degrea with respcct to tho 
prooucticn which will ba finiohed by March 15 on Clcim 1. 

KT3 cught not to bo beck in court cn mattcrs likc 

i 

thit., your honor, In n/ personel — wy ovm personel fceling. ' 

/j-n COURT: Ali right. On thio quection of wh&t cught 
to ba filed, it hcd becn wy essuwption, and tha clcrk indicatca 
that it hfcd hin tho practice, I don't know therc ic a rulo 
Cn 11# th:;t rcr * P onse.a to interrogntoricc — firc t ir.tcrrogatoricc ' 
luvc htx:i * x ’ Cł5 wł *^“ thcy Iir.w. Lica tcr\ee and that rcrronccr; 


«« 
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1 


hm b?rn fUcd. I trcrae thct. aleo — :^qucnt& to Ldr.it i 

i:c*r,tcr». ; c•; to t”C-c it £i;£~s tc r..?. pr*. ter^blc to hr.vt a 

. 

ccurt filc ccn.pl otc »:ith thorc dsetAents. i 

i 

I &pprcci«tc that a ćirpwted i ten voul<2 cottc on 

. . i 

by Rulc 37xoti.cn , but it r.uy vell bo that córa of Uiocc 

dlcputco łtc zc&olvcd by icferencc to whcfs in nondirputed 
itcnn, and I von’t hovo thcce. 

Ki Ci dcc -xf.cr.tc, I ccrtainly don ‘ t wr,-»t the 
ptrfclcn to htve to filc hc.ra etery documttnt fchcy producc. 

I& it redietie to think tlw-.t w hen you eKchengc docuroer.ts 
you Lcc-.Kf.pany thcnc v;ifh a lict» cithcr fcy ifccir. or by cetecjory , 
cf whet- jcu crc prciucing? 

i 

MK. KAYl-i I can cn tni?*cr thc.t v<*. have reccav€u — v.-u j 

- 

have xc.cc ived docunents frciri Xerex, for e%er<plu f thoFTC 

. 

packeco, wi.chout a lict. 

| 

KR. ROJJIKSO:-!: I don*t think the prectico ir» to 
• * 
pi*cvidc* lietn. 

* ! 

KR. rj.YEt And vn r«;coived a cartcn dty bnfozc 

i I 

yeaterday, tha iiret gr.owp cf ćccur>uitno» in cor July 1 *• vrifhc..*h| 

a lir.fc tnd wifch coda nurrbert that Xcrox has cfiir.ed thet tł cy kr:c\ 

% 

tho codo nuxbero. Sous ceccs wJł hcvc duplicitos of the r.ŁT.e 
r.urbcr recc ivcć by differanco poople. And nc havc no 


corrolaticn. 


\T, 5v:c cc t bc:vc cf dcor-cr.tn fren rtr 


łcniKL-c::: 
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U> 

i i 

ii 

u 

]A 

16 

16 

17 

I •; 

1? 


iC9 

cdycri/ar it.», r'r tho c-ju-tor.:, 

f • G Cv i „U • I*« ^ ' # i• >■ • • • *i y y* »*• v /-» • » r • 

“ w v * v *‘ / Wt.C V i \ ^ ‘r, CwTC# 

KR. K>Y£: Our rc.ther etfcrtart^i pro5ucti.cn* Xl):c.:i.rc, 
cs >crc:: v han rot brcn ccccrp^r.ic d by lir. t«- cf eceu.-.cntr.. 

TKŁJ CC..RT: Ali raght. Lc.fc net crsr.pl ica.ie th&t cepra' 
Cx it, but. At IcŁpproprictc to havc: interrer::. vu»rr’» n and 
thsir rccr/cncc r. filed. 

Kk. Iw.ii.: r?E vlll filo our:i , sr.ć \:c &rs.un>e ehcnyou 
try rcEpaur.c f v r hctcvcr is cc id La it oh “'o et: on, & ttu tsnmt J i y, <- 

°urc, or łr answnr, anything to Co vith the Interrogato-icc \?m 

be flled? i 

j 

x/L. wOL.-. • : cfc 1 n lięjit. Ano on tJjft clocuzflor.tc * I ĆC. 1 ; 

wcr,t a dupliceuo set o ii the docunsnts thefc aro proćuced, but 
wherc tbcrc ip n rocportp.e to c docuznent reereet thf.fc 
rei&ep cbjectrouu, in other vozćr>, the vory pJeco of paprr 

| 

that L bccr. hendtd to qo todcy, it seern c tc r>c it r>ey v;oll 
te chnically atfc bo a pif. ad ino, bu.fc it'o u dcctmenb fchat 
probcMy otieht t-> bc Sn tho filo. 

KR. KAYE*. We v£].l fi.2e. 

Tdh CC URI: Ali rięht. The en ly pcr.dir.cj i:.;tucr ir: thi. 
Xcrc:; ćomuror, I ruppcce it is, or hcvever phrtiptd, ar:d I v:i!l 
rcŁcrve ćceitieer. th?A. I ar. to :rcccJ.vo fr.c* Kr. K:tAr.Lc:i 
. .-iŁtv.uo.r r.pcciflco l.< cj'ćr* to r:'rr en * r.t } cUcr.t \ ‘V 7 


V>.‘ " lej.u*.ct: tc t.! r •• , ♦ . *r «• 

» •*•*«# » • «. * 


c:*- 


• »* »« »» » ,•» 
• «... « . . 
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170 




I 


I 

(i 


•3 ;• 

t 

4 

‘.5 !' 

li 

'.6 i- 


> 


i7 


;9 


J 


clrc. . łvc 'a kz «r.,r;3.oyr.enr. cor,tr«ci:&, 7 wcułd bc ir.to.w itr u in thr.t. 
7 n net; 7-ucui.r-r.g‘ii; arć a':-., j-.ft Ł«t;ructir.g tfcr-t kaviuę it v/t uld 

bc* ćirpot itivc., brt I'm r. 'irply rerrehing for c?. er i ty and prąci s im 

j 

to whe.tfve.-r it'r: ęcing to be esid in reepc:>cc f erd I aporeclato 

i 

tho particc need a decicion here ęuickly, on the other htnd, 
thera ero sodo sięnificart icsutB that I den 1 1 want to do tben 
ł. dił'f-c.rvi.c-o by df.ci.ding the decipie-n peremptorily, tut J. will 
'antioawar to get et it prcntptly. 


K-r*. KAYEt We want to say, in eccoróance with you 
prerious decieion, we will continua to prepero tewarde tho May 1 
dato th&t both parties are aware of that datę and — 

TKE COURT* It von*t be tino wasted, bocaunc in any 
event, thire will be a tri ni. 

MR7 KAYE: WE bope it will be a preliminary 
injunction, your Honor. Thank you very rcuch for your tire. 

(Court aojoumed at 4:15 p.ir..) 


4 


I 
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LETTER DATED JANUARY 18, 1974 CONCERNING THE 
PRELIMINARY INJUNCTION SOUGHT BY SCM 


śHuyr HihK Kusi: Goet/ * Mi:ndklso:ix 
300 !V.k:c Avj 
Nk w 'ii ji7k . N Y. iuojj 

TI UT 1 * A • >A R • ?! ■» f.aj UOOO 

VHII*H> titKKCT Dl A L MU MUKk 

593-9308 


CABLC Koi U i 

111 4.1110 

* l 1. • 


January 18, 1974 


Stanicy D. Robinson, Esq. 

Kaye. ^choler, Fierman, Hays & Handler 

425 Park Avenue 

New York, New York 10022 


SCM Corporation v. Xerox Corporation, 
Civ. No. 15807 


Dear S.anley: 


„ I am writing to avoid any possible ir.isunderstand- 
ing conce-mng the preliminary injunctive relief souaht by 

that reulf? X asserted le 9 al defenscs to thc granting of 

c r „ inf „„j I \ its u brie 5 to be ttbmittcd to Judge Newton, 

SC.l intendo to show the existence of the Court's pcwer to 
giant a oroad rangę of preliminary injunctivc relief, pro- 
hibitory or nanaatory or both. SCM intcnds to show that 
X p r c^M < f ar ‘ n ° t sustain its contentions of legał insufficicncy 
°5 *«!*» tor the hindo (or lentcr-included Unds?* 

to 53 of t? t mjuncture relief dctcriljci in peraoraphs 4 9 
53 f r h Axaondcd Co - T Plamt, and SCM*s recuest for such 
nn? e c ° r fur 5 her or alternative relief as may be appropriate or 

taino^in »* V ba . Court «Se«» ju.t and propc? ,es eon- 
lts Preiiminary mjunction motion of November 16, 

1973 and paragraph 54 of the Amonded Complaint). 


4 



Letter Dated January 18 t 1974 Concerning the 
Preliminary Injunction Sought by SCM 


v v. 


Stanley O. r.obir.rcn, Eł»q. 2 January 18, 197 < 


SCM considers thet such othcr relief nay inelude 
additional kinus cf relief dcscribcd in the Joint Pcsition 
of Control Data Corporation and other cor.panies (L'xhibit 1 
to SCM' s n.otion) ; any other relief fashionad by the Court 
to arceliorate what, after hearing, the Court r.ay perceivc 
to be continuing and futurę harn to SCM or the public from 
violations or threatened violations of law; or ar.y relief 
needed to prcserve the Ccurt's ultinate atility to fulfill 
the statutory objectives and to grant meaningful finał 
relief. 


Sincerely, 

/V 

S. R. Kaye 

SRK:er 

cc: Hon. Jen O. Mewrnan 
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LETTER DATED FEBRUARY 22, 1974 CORRECTING 
REPLY MEMORANDUM OF SCM 

la%v orncLS O r 

JACOKO. J AC O B 3 & GRUDDERG 


. łO» ORANOC STRCCT • NCW M A W t H . C ON N t C Tl C O t O f V 3 J 

Tłumom non tti.j<oo 

°“" r, *-« »o. 7910-R 

February 22, 1974 

Hon. Jon 0. Newman 

United States District Judge 

United States District Court 

for the District of Connecticut 
New Haven, Connecticut 06505 


isr*»r L J jAf.ois 

HOWARO a JACOR3 
!k T A H L C V A J » ; O " 5 
IWA M GO^jłRC 
M MlTCHtlL MORSI 
O A V I O L OClT 


Dear Judge Newman: 


Re: SCM Corporation v. Xerox 

Corporation 
Civil No. 15,807 


We have not,iced two errors in our reply memorandum on behalf 
of SCM filed February 15, 1974, which we would like to correct. 

In the first fuli paragraph at page 17, it is incorrectly 
stated that Rank-Xerox initiated patent proceedings in the United 
Kingdom against IBM. Rather, Xerox has initiated patent proceedincs 
against IBM in Canada, in addition to its patent proceedings again 
IBM in the United States; and, as reported, Rank-Xerox has initiate 
patent proceedings in both the United Kingdom and France against sub- 
sidiaries of Gestetner. Certain aspects of the French proceedings 
are morę fully described at page 17. 

Also, in the second fuli paragraph at page 37 of SCM’s reply 
memorandum, the references to paragraph 50 of the Amended Complaint 
should be corrected to read paragraph 49 of the Amended Complaint. 


Respectfully, 

JACOBS, JACOBS & GRUDBERG, P.C. 


By /•*/ 

DAVTD L. BELT 

DLB/hrk 

cc: Kaye Scholer Fierman Hays 5. Handler 

Kenyon & Kenyon, Reilly, Carr & Chapin 
Cummir.gs & Lockwood 
John R. Murphy, Esej. 


1*1 Tl 
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COPY OF EMPLOYEE PATENT AND CONFIDENTIAL 
INFORMATION AGREEMENT 


um 

ł'0'MECK.'UGAŁ CflaTlODITIAt 


v •? 


rr 


v-**/ 

/ .-• .w/ . 


r/:.c -Tj , 


S.\..-LGV£2 ?AVZ\T A.\D CCW-pZNT.W- :.\.-C?,V.AT!0.\ AG?.H2.V.2.\'T 

.r. for.»..o.~. of :..y ctr.p.oyif.t nt by X.tc < Co(!.cr»-In:.fte-r *'Xcio\") and o:* tbc 
©r naid :;»*rcfor, I : 4 >fcc: 


(A) D;;r...2 i..c per.od of tuch ctr.p!oyi;.e-:.i, I will r.c: tnt.opc.ndo.niiy cr.".vjc in d.c jjir.c or j!:r,i!;r 
Jlne o: b-dnew or rwa.vh ct ih-nt c.-.nicJ on l>> Xcrov or, dirc-dy or ir.dirivd.j-, tcrvc. tideitc or bc tir.- 

pb.yod ••/ .•<.)• i. v...i... 1 , f.rr.t or <r*r|:nr..;ibit i:i d.c or dnr.Inr li.u- o! !»uMr.i-r* nr ri-warcli 

ar d.it cnrried on by Xcro«. 

( 2 ) For dto period et iwo ycau foiic-.w.nj tertniration o:* »-.:ch cr.iployir.er.i for ar.y rciiOti, I will 
not i.n-opor.cc.-...y cnjaje i.n xi'rOjr.łV.j' or, d::«.ct!y or ir.d;rec»Iy, Si.nc cr nd\I>o in .\crop ap!i j- or Lr cr.i- 
ployed t.n wro^-rapby by ar.y ir.c:vidua!, f.rsn or Corporation. 


(C) Durlr.- ;>.c period of tucn cmployt.tcr.t, ! will cotr.rr.ur.icaie 10 Xcrc\ prorr.pdy stul f, ; liy .'.ii in- 


vcntio.-.$, dikcowrlcj or ;:.-.:>rove::ier.:t co.-.ccited or redi:ccd to prac dcc by i-.-.c ( aio.no or jol.-.:!)- wid-. 


othert), ar.d 1 w;II ar.d hereby do z»ii"n :o Xcro\ ar.d/or r.cr.tir.ocł ali tt.y rijli:, t!;!c ar.d inicrut i.n 
łuch inwr.tior.t, c:i:evcritt or ii;v>roveit.e.*.tt ar.d :.i! rr.y ri^itt, lido ar.d imetet: ir. sny patem or pater.: 

ir.crco.n, i:ie I wi.. a>:itt Xero\ aro/or <*.s r.oi.*.;:-.ce> (w.tl.out charge bat a: tio e\- 
pentt 10 nic) a: any tisic a.nd i.n cvcry proper way :o obtain ar.d traintain for i.s r.r.J/or their ow.n barie- 
fil patentt for a.. *.i.c!t i.n\cni.o.u, ćitcct-crics or improteir.er.tt ir.jwltcrc in tr.c world. 

“'"•i" "•) t:.ay rer t ..:fc or ai Xero\ t;:_y ctr.orwtia ccn.er.l ir. writir.j, I wili ;.o: a; 

ir.y ti:r.c d:icioir, e.tiicr darltt^ or »;.bt.\ # uvr.: :o tr.y er.tpioy.r.e;'.:, a:.v i.nfoiir.a.io.n, br.owlod^e or data I 
»::ay rece.to cr d. v.!op derlr.j my c.t.plojn.en:, rel..:!:^ to irado secreli. fortt.i.i.w, bitdr.en proceder, 
rremoot, nt.>c!i:.nej, ir.aru.faeiareł, co;r.-<oi.tlor.t, :r.ver.i.or.s, dlscosertet or olher niattcr*, wiiicb are p;o- 
|)iiC«2ry o; cor#i.«Lv..'.i - .u» to \trox. 


(a.) At ttied i.cu-tn, M xrro 4 'ra;i!;j-" tii.nll ir.eart tbo at: of fcrtidn* ar.J utiiiair.; a:t eiectro»::.tie rit.nr^e 
paiterr. .o t.tabe v.>.ble tr.ta^et <!:iec:iy or throu^h or.e or r.tora ir.ter.r.ediatc r.ept, ir..-l..dlti < *, witiioui 
latio.n, d.c fori.-.atlo.i of an i.nr.^e i.n rcłpo.n»c to t!.e acd.o.n of Iblu. 


(!•) My oolijat.o.nt Itereur.der tnr.y not te rJ a.ntprd or tr.xlif.ed, reieaied, di-e-Jtr.r;eil, aba.ndor.ed 
or ier.r...-.a.cd, ir. \...o.c or ir. part, ex»e;»t by an i:.,:rc:t.e.-.: in writir.^ »i^r.ed by a:t o;T..er or odter a>.t:.o- 
riied a^er.t of Xerox. 


(C») TJti* -*reei.ie:u dt.al! inure to lite Leneiit o; ar.d l.e bir.dtr.j t.por. tl.e !•.••!«», peivnn.nl icpr.-wr.ta- 

t;\e». 


(U) F..\cep: at ttated on d.c rcvor»e of ; 1 d» r.ajc, I !.a\e :.o a^roetner.:* witb, or ©biijatior.t to, oti ert 

in co:'.f.et wilii t.-.e fo.e-,0.11^ ar.d I do r.ot t.ow owr. or !;ave a:t inierert in any r,ate*r.t a rtil.-atio.n or t.n- 

» • • • 

patented inwntion. 


©-li.ji.o/wo o.jr.aturc 


(Sijn fir.i i.....c in ńdlj 




tVnr.ot 




SIqi i /// Co,'l m t 



0001’sd 
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PARIB LEEEBvR£ 62B7if 


Hon. Jon 0. Newman 
United States District Court 
United States Courthouse 
Hartford, Connecticut 

— SCM Corporation v. Xerox Corporation 
Dear Judge Newman: 

ai- ih. lett f r ls in response to Your Honor’s reąuest 

at the orał argument on March 6th for a written statement of 

SCM'^ n mnrJ aki ? gS Xer ° X Cor P° rati °n is making with respect to 
are Is foll^ws? 1 * & prellmJLnary injunction. Those undertakings 

r „lj « }• w i th respect to the United States, Canada and 

aoMnn AmeriCa ’< Xer0 ? Wl11 not » in any P atent infringement 
action concerning plain paper Office copiers that it might 

commence during the pendency of this action against SCM or 
infringement ° f SCM * SGek & preliminary injunction against 

r oHn . ?* w J th respect to the United States, Canada and 

Latin America, Xerox will not, during the pendency of this 
action, commence any patent infringement action concerning 

SCM * e J opiers against SCM or any supplier of 

->CM without first glving 90 days written notice of Xerox' 

defendant comraence suit to SCM and any other prospective 

r9Hn . W i th respect to the United States, Canada and 

Latin America, Xerox will not, during the pendency of this 
action, commence any patent infringement action concerning 
plain paper Office copiers against any end user of such 
copiers manufactured or sold by SCM. 
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; 

Hon. Jon O. Newman March 8, 1974 

ił. With respect to the United States, Canada and 
Latin America, Xerox will grant to SCM a non-exclusive license 
to make, use and sell, effective only during the pendency of 
thio action, under any Xerox patent which covers either (1) 
the Van Dyk plain paper Office copier presently belng marketed 
by SCM or (2) the plain paper Office copier currently under 
development by SCM in conjunction with Minolta. The license 
will bear a non-refundable royalty of 4? of the revenue obtained 
by SCM as a result of the sale or leasing of such copiers. 

5. With respect to countries in which Rank Xerox 
hau pertinent rights, Xerox makes the same undertaklngs set 
forth in paragraphs 1-4 above to the extent that Xerox has the 
lega! authority to accomplish them. 

6. With respect to the matter of post-employment 
covenants not to enter the employ of competitors of Xerox, 

Xcrox reaffirrns that there arc no such covenants presently In 
effect and undertakes not to enter into any such covenant 
with any employee during the pendency of this action. (In 
llght of the ąuestion raised by counsel for SCM in this re- 
r,ard, the memorandum attached hereto sets forth the sallent 
facto. ) 

As Your Honor will noto, with the exception of para- 
graph 4 (and so much of paragraph 5 as incorporatcs the terms 
1 of paragraph 4), each of the above undertaklngs Is unilateral 

and 1s not dependent upon any reciprocal undertaklngs or 

rigreeK.ents by SCM. 

RespoctfuJ ly submltted, 


Stanley U. Robinson 

SUK:dv 
iinc 1 . 

o,,hen R. Kaye, Esq. 

.1 c-mme (lotkin, Esq. 

I !•■! Orudborg, Er.q. 

Martin E. Goldstein, Esq. 


cc : 
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Memorandum Re: 

Post-Employment Coyenants Not To Compete 

From 1960 through April, 1970, Xerox' Employee 
and Confidentlal Information Agreement contained a 
v : :;ion prohibiting the employee from engaging in xerog- 
'by, serying or advising in xerography or being employed 
xerography for two years following the termination of his 
•oyment with Xerox. The fuli text of this provision in 
form of agreement utilized from mid-1966 (SA 282, pro- 
''-'1 to the Court by SCM counsel on March 6, 1974) read 
follows : 

"For the period of two years fol¬ 
lowing termination of such employment 
for any reason, I will not independently 
engage in xerography or, directly or 
indlrectly, serve or advlse in xerog- 
raphy or be employed in xerography by 
any individual, firm or Corporation." 

On April 1, 1970, C. Peter McColough, Xerox' Presl- 

, isoued a Stuternent of Corporate Policy on Business 

. , Outside Interests, and Protection of Intanglble 

le Property (attached hereto as Exhihit A), together 

v. form of Employee Proprietary Information and 

'■ 1 of Tnterest Agreement. Mr. McColough also dire^ted 

"'dum (Exljlblt B) to senior execut.ives reąuesting 

•• . ients "to insure tł)at all of your exempt people 

1 ‘e 1 i his statement [Exhibit A] and that they sigr. and 

turn" the new agreement. That new agreement did not contain 

iy po: t-employment covenant not to compete. 
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Accordingly, sińce April, 1970, the previous 
covenant, having been abandoned by Xerox, has not been in 
effcct. Nevertheless, sińce not every employoe actually 
executed the new agreement, the old agreement [SA 282] was 
still outstanding as to certain employecs, except for the 
post-employment covenant which had been unilatcrally abro- 
gated by Xerox. 

Xerox' Proprietary Information and Conflict of In- 
terest Agreement was liberallzed again in October, 1973, when 
Mr. McColough directed a memorandum (Exhib.Lt C) to every 
Xerox employoe, together with a new form of agreement (Kx- 
hibit D). Mr. McColough's memorandum explicitly conflrmcd 
what had been true sińce April, 1970: That the prior re- 
strictive covenant was not in effect: 

"Those of you who already have 
signed will notę that the agreement 
here is less restrictive than the one 
you signed. The new -- and morę 
liberał -- provlH.ions will apply auto¬ 
mat leally to you. You do not havo to 
slgn again." 

It ithus indisputablo that as of the procent datę, 
tbere aro no arroemorits betwocn Xerox and any employoe re- 
strleti ng the emnloycc, aftrr terminal, łon of his employment, 
fron ongur'ng in competition wlt.li Xerox. 


March 8, 197*1 
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W • • • 
hA 


EXHIBIT A 


J>/\ 


- April 1, 1970 


•••• Statemcnt of Corporatc Policy on ■ * 

•. ... Business Ethics, Outsidc Intcrcsts, and 

Protcclion of Intangiblc Corporatc Prcporty •• 

.. . « • 

• * , • 

Xcrox has always conductcd its business in lino with the spirit, as well as the 
letterof the law. It bc'icvcs in and adheres to the highest standards of cthical 
conduct. Accompónying its business objectivcs has bccn the desire to contri* 
butc to society as o whole. In fcrtherance of thisgoal, the Corporation has 
cncouraged its employccs to paiticipatc in cutsidc activitics •• chaiitable 
civic, and those whichcould be cxpected to broaden an employee’s ability 
and pcrspectiyc. This continues to be our philosophy. At the same time, it 
is obvious!y ncccssary thr.t such outsidc activities be undertaken in a manner 
which is consisient with the highest ethical standards, the crnp!oyee's respon* 
sibililies to the Company, and the protcction of the Corporation's tradc secrets 
and proprietary information. » 


This statement is to set for th the policies which arc to goeern e?cry employce 
of the Corporation and iissubsidiaries in the performance of hisdulicson be* 
half ot tne Company and his invo!vernent in outside activitics. 

Contacts on bcha/f of the Corporation Each employce of the Corporation, 
in his dealing with contractorc, carricrs, suppliers, consultants, customers and 
other personsdoing business with the Company, shall conduct his activitics in 
the best interests of Xcrox without favor or profcience. 

Cifts •* Gifts, payments, special considerations or discounts to c.r entertcin- 
ment of an employce or member of his fr.mily which go beyond co.nmon 
courtcsies usually associated with acceptecl business practicc sfiall no; be 
acccptcd fi om any supplier or customer o i the Company. 

rin.utcijl Interests •• Ncithei an employce nor a member of his "immediatc 
fomily" shall have a "signiiicanl" finencial intciest in a Company with which 
hc has deolings in the discharge of his dutics for Xetox or in a Company which 
is a cornpetitor of Xcrox. Membcrs of the employce's "immediatc family" 
.include his spouse, minor children and any other rclatiyc sharintj the unio 
homc with him. A "signifieant" interest is one which is so suhstantial as to 
interfero with the cmployce‘5 independent cxcicisc of his judgment in the 
best interest of Xcrox. 
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Xcrox Sccuritics •• An cmployce and mernbers of his "immediate fomily" (as 
defined abovc) arc cxpccted to purchasc Xcrox sccuritics only for invcstmcnt 
purposes. Purchasc for ''investmcnt purposes" is intended by Xcrox to mcan 
a purchasc with intent to hołd the sccuritics, wilheut rcMing t!'.c:n, for on in- 
• determinate period. Speculativc trading for quick-turn profit is to be avoidcd, 
as is •"shorl" sclliny. 

* i 

"Insirfer" lnic n.itiun - An cmployce who cjiins l;nov ’ *lrjc, c.ilher wilhin or 
outsidc the sc ,)C of cinployincnt, about Xcrox or i., plans, may not takc 
ndtf.intafjc of such infonnation for his own pcrsonal (jain or for the benefit of 
mcinbcrs of his “immediate family"; nor may he disclose sucli information to 
anyonc, cxccpt. as rcquircd by his employment. • * • 

l/wcnlions and Tradc Sccrcts •• Soinc of Xerox’ most valuablc ossets arc the 

irwontions and discovcrics madc by its cmployccs and tf>c tiadc sccrcts devcl* 

oped by them in the coursc of titcir employment. These inventions, discover-. 

ics and trode sccrcts arc tlić property of tfic Corporation. No crnploycc shall 

disclose them to ihird partics wilhout prior opproval. 

• • 

Outsidc Business Interests •• An Outsidc Business Interest is one in which an 
crnploycc is involvcd in a “for profit" business as a dircctor, officer, “pro- 
moter" or consultant. A “promoter" isonc who in conncction with the found- 
inrj of a business mak es an invcstmcnt in the business in cash, scrviccs or pro¬ 
perty havincj an acyjrcrjatc fair market valuc of $25,000 or morc. An crnploycc 
should r.onsidcr undertaking en outsidc business interest only after i;c has 
satisfied hirnsclf that: .... 

1. The other business' operations, including its rcscarch actmtics, 

• arc not in competition with any present or prospcctivc activi- 
tics of Xcrox, its subsidiaries or affiliates. 


• 2. Tlicrc is no purchasc by Xerox or its subsidiaries of the products 
of the other business (although the other business may usc Xcrox 
cquipment). .. 

3. The cmployce's cctivit ics on bchalf of the other business do not 
conflict with his obligations to Xtrox or involve unreasoneblc 
dcniands on liis timc that will prcvcnt his fuli attention to his 
Xcrox job responsibilities. . 

ą. The other business cicerly is opctaied in suci« a manner that his 
involvcment wil! in no way adecrscly reflcct upon Xerox. 
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If in his judymcnt the contemplatec! OulsicJc Business interest does not pre 
senl probloins in ony of these respeets, he then, through channels, should 
tecjuest corporate approvol to unclcrta';c* the contemplatcd involvcment in the 
Outside Business Interest. In t!io evcnt rpproval is givcn, .‘ind the cmployce 
hccomcs invo!vcd, hc will have o continuing responsibility for insuring that ^ 
no conflict of interest dcvelop$. If one should dcvclop hc, of course, will be 
cxp:ctcd to tcrrninr.tc his invo!vcmcnt iinmediatcly upon discomy of th.c 
conflict of interest. 

To insurc lltat cvcry cmployce of the Coiporation and its subsidiorics is fully 
cognizont of his responsibilities in ihcsc arcas and tfiat we are apprised of his 
cxisling involvcmcnt in outsidc activitics, we are askiny cach cmployce to 
sign the rcccntly updatcd "Proprietary Information and Conflict of Interest" 
agreement form whiclt is attached and return it to his manager for transmittal 
to the region or dopartment pcrsonncl Office. The Employmcnt Scction will 
• . rcquirc new cmployccs to Sion the form prior to employmeni. 

* . .» 

Any prior „greements rclatirig to patents. tradc sccrcls or proprietary Information willi Xcrox arc superseded. 

Employcc Signalurc_; 

(Sign first n. mt ir. fuli) 

Datę ,_ll_ 

(To be written by cmployce) 


IMATION REOUIRED DY PARAGRAPH (G) AND (H) OF MY EMPLOYEE PROPRIETARY INFORMATION Af i Z 
LICTOP INTEREST AGREEMENT 

-rc .my items wliich are exccptions under paragrapli (G) (agreemonts with or obliyations to othcis and patents) ena 
it!.i.le interest!, possiblc conflict of interest) of Agreement: 
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EMPLOYCL PROIMilCTAHY INfORMATIOM Ar.'D 
CONFLICT OF INTEREST AGREEMENT 


l: * considcration of my employrnent by Xcrox and of thc salary or wages p.iid thsrcfor, I ngrcc: 


During thc period of such employrnent, I will not indcpendcntly engage in the amt o- . :mc of business or 
ah as Hi.it carried on by Xcro>: or, dircctly or indireelly, serve, advisc or be cmploycd by any indiyidual. firm or 
i 'lation eiig.sged in thc same or similar linc of business or rcscarch as that carried ori by Xcrox. 

(• • During or subscqucnt to the period of such omploymcnt, I will cornmuricoto to Xcrox promptly and fully a!l 
: o.ns, discovcics or improvcmcnts conćcived or reduccd to practice by mc during the period of my employrnent 
or jomtly wilh others). and I will and hereby do assign to Xtrox and/or its nominees cli my right, titlc and interest 
■ inventions, discovcries, or improvcmcnts and all my right. .titlc and interest in any patents or patent applicatiorts 
thercon, and I will assist Xcrox ond/or its nominees (wilhout charge but at no cxpcnco to rne) at cny time and ir. 

°P rr vva y ‘O Obtam and rnaintain for its and/or their own benefit patents for all such invcntions, discoveries or im- 
.tenis anywhere in the world. 

i> . Cxccpt as my duties during my employrnent with Xerox may rcquirc or os Xcrox may otherwiso conscnt in writir.g, 
it at any time uiscloso or use, cithcr during or subsequcnt to my employrnent, any informaticn, kr.nwledge or data I 
c-r dceelop during my employrnent which is considered proprietary by Xcrox or whcli relates to the trado secrcts of 

, 1 C C 1 i. cl 1 ^ fft r h* ^ . • .i • 

w w *' ’ iTiCtiiwuj, "luumici, Mioi.diduitJiC>, CointA/SitiOuS, » r ivciUióńS, Cji*COvuiu.* 

;wise. Ncilhcr will I disclose to Xcrox or induce Xcrox to use any pioprictary informotion or li.tdo scerets of others 

v As used hercin, Xcrox shall mcan Xerox Corporation and any of its subsidiary corporotions existing djring my 
■ ment and at the time of its termination. 

f..> obligations hereunder may not bo changcd or modified, relcased, discl.argtd, abanrfoned or terminated, in 
* r m pert t>ctpt by an instrument in writing signed by an officer or other authoiizcd agent of Xc;ox, 

Tlus agrcemcrit shall inure to the benefit of and be binding upon the heirs, pcuonal represenutises, succcssors: 
f thc perlic. hert-to. 

f: xct pi as set for th b; Iow, I have no egreements with. or obligations to, others in conflict with thc fort. oing and I 
. ..wii or h..ve an inteicst in any patent application or unpatcntcd irwention. 

1. C>.ii,jt es s. t forth belo w, I ani not a promotor, dircclor or officu of or consultant to a business organizuj for 
i ..>r will I h. eonie a pro not. r. dircator or officcr of or consultant to sudi a business while cinploycd by Xctox w im- 
• ■: obtaining thc p.ior written approcal of thc Presidcnt of Xcrox or lus designer-. Should I become a promotor or 
'• f-the dircatorship of, become an off.cer of, or a consultant to a business orgmized for profit upon obtaining such 
. r .tten approwl, I undeestand that I have a coniinuing obligation to advisc the Presidcnt or lus designee at such time as 
, -t.vny of cithcr Xcrox or such other business presents mc with a conflict of interest as an cmployec of Xcrox. 


2. ShoulJ any niattcr or dcalings in which I am nowor, hcrcaftcr, ani about to become involved on my own bchalf 
•*" f mp'oyec of Xcrox appear to present a possiblc conflict of interest under thc Corporatc policy ihcn in effeu I will 
i " ,*'ly discluse the facts to my supcrvisor so that a determination can bc madę as to whether a conflict ol inte.estdocs 
i i I will takt whaleecr aclion is requcst«J of nie by Xcrox to rcsolec any conflict which it finds to cxist. 









> 
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KXH:U3 V J3 

iiitor-usi *jg Iucrncnda it 


Ch s > 


*/' _ 


Ciec Distribution 


Ffom C. P. McColough 


• -Datc 


^pril 1, 1970 


Locnlion jjr 2 


S " : ' i0C ' Orc-.niro.ion Prcsifient ' S 0 ££i 

v_ «>■ c.» ^ Outsico 1 ntcroijts 


anci Protoction of Proprictary 
Information 


It bas boen scveral years sińce a stateincnt hns been 
..~f,ued dc ci ling v.'itb the Corporate ohilosophy on (a)* 
business cthics,(b) the involvc:nońt of our enployoe^ 
an outciae activrtj.es and (c) the protcction of the 
-ojnpuny s proorietary information. with the qro’-r-h 
of the Corporation, many of our peoplc Ly not be 
fully aware of our attitudes in these areas it e™ c 

wSnt 1 St 1 this h tiSf? re ' t0 iSSUG a co; ^ rcliensivc State- 
« 

th-!t d -T? U v ’ hntovcr oction is neccssr.ry to insurc 

and tlmt °d y ° Ur c>:crr ‘* Jt Psoplc recoivo this statejr.er.t 
;d h T/h y ane return a nov; Enol.ovec Pronn- 

otaiy Information and Conflict of Intcrcst Ayr^-f 

rd i ! 11 : 50 f r,0r ‘ ncl re presentativo. A copy of the te>:t 
• je ne>-/ Kjrocmont is attached for your informat ion. 

7 our personre 1 n-Ti-mr. 11 „ 

J - ,pk'M,cjicaaon of this program from Paul putney, 

MSTIUBUTIOH LIST: 

d. R. Be jarano ( __ _ 

J. U. Flavin ‘ ° ^ v - 

d. U. Glavjn 
J. E. Goldman 
B. A. Hay 
B. W. Haifjh 
s * Kapłan 

A. B. MeCardell 

»I. Ncustcin 

b. L. McGurk 

B. J. Potter 
J. W. Butledge 
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EXHIb!T C 


(.«•*!«»•*,il t*n 

( i.»i«HT.I'C.uł 00*K--1 


l)"t %• o» !• • ł m 


\LK0X 


To Xcrox People: 

I urge you to read this booklet carefully -- it may be one 
of the most important we have evcr publishcd. That's be- 
cause it explains the legał, morał and ethical obligations 
each of us assumes toward Xcrox. 

We have long espouscd all of the principlcs set forth here, 
and we are probably remiss in not having set them out in 
one place sooner. 

You will notę that included is a "Conflict of Interost" state- 
ment. This is something almoct all of our exempt people 
have had to sign as a condition of employment. But, be- 
cause non-exempt people and hourly-paid people are no 
less a part of this institution, we fcel they should sign also. 

Consoquently, if you have not previously signcd an agree- 
incnt, picasc sign the document in the back pocket of the 
book and return it to your personnel coordinalor. For you r 
records, a copy of the statcmcut is also bourid inlo the book. 

Tho.se of you who already have signed will notę that the 
agreement here is less restrictivc than the one you signed. 
The new -- and morę liberał -- provisions will apply .tuto- 
matically to you. You do not have to sign again. 


Cordially, 








V 
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Undertakinge Regarding Preliminary Relief 


EX1HBIT U 


Piopnrloiy informolion 

ond cotillicI ol inkh.l ugtecmrnl. 


In ccr...idorulio.n c! my cmplcymcnt ty Xcrox cr.d o! ihc corr.pcnsatidn rccc;ved ihcri-lor. I ogree 

(A) Djnr.'i ll <■ c J o! i;.y crrployrr.cnl, I will r.c: ;r.dcpcr.dcr.t|y t.nno-jo in the r.crr.c cr s.i .- linoo| i,u; f.e-.sor 
rctiorclics Ihat cjrr.tJ on ty >.’o:ox or c.rcctly or ina.rectly. s-.-rve. o Jviso c: !>e cmployeu Ł y j L 3l. :.,in or 

corpa.-olien ir.g-rgcd ir. ir.c sarr.e cr mmilcr l.r.co! bus.ncss or rceearcM as lhol car:.c-d cn ty Xc-r;» 

(Q) I Dunr.g or fubscqu>.-n! to t;.c pericdo! mycmploymtr.l. I will corr.nunicaio 10 Xerox p:.r: .,.•!>■ and iol!y nil 
irivcr.l or.s.d.trove:.es cr i;..p-ovcr..c.r.!s ccr.ee.ycdcr red-cod 10 p.-arliee by r..ud jr.r.g ti.e per .u ci r. «. mprcy tr.cn: 
(clrnccr ic.nlly wili oil.ers). cr.c. cxc-ptcs p:ov.aed m (ii; 2 . I v.\!l cr.d l.erooy do oss.gn to Ztr:c.\ cr.d -s r.o.-r -ces 
o!l i-.y riąhl, I.dc cr.d interes: ir. sucii „n .-er.-icrs. cisccvt r.cs. or imp:ovcri er.ls cr.d ci! my rrohl . j cr.d i icres! ir. c.ny 

pc' nsi pslcr.l cpplicalionstc-icd l: crcr r. cr.d I v.-.ll css.si Xcrox cr.d/or lisr.o.-nirecs (w.tho.u z: ;t . rtcl r.n 
cxpcr .0 lon-.c) c- rr.y :;r.earn i.-.evc:y preper wćy :o oolo.nur.d r c.r.tc.n la: .u cno cr t.-.c.r c-. r. h.r.c... poler.ii :.r ci! 
soch ir.vcni;o. i. d.c:cvc:.es or in.pioyumcnlsanywherc in ihc worid. 

2 Thiscęreerr.cr.i, ho'.-.cvcr. aocs r.clcblinclc mc lo cst.gn 10 Xc:oxc.-.y mvenlion.d:seovo;y ,-.rcvc -ni 
wi.irh. nil 11- iirdorr.ent o! Xc:cx, tcascr.cbly ncrcsod. docs net rclale la ihc business elloriscr rcrccrrh c: i ticvf.aprr.or.: 
cllort. .r. wl.icii. d.r.ng ir.c period ol my •mploymc.nl, Xcrexoclua:y is cng.gca or iccsor.ably woul:. tu . e.ic-j 
lo Lccorr.o engaged. 

(C! Exscp l cr :-.y doi.co durira my employment wiih Xcrox rr.cy reąoire c: co Xctox may eiherw.se ce.nsc.n: in wtn.r.g. 

I wól r.o: cl a.ny t.mc d.sclo!-.- cr use, cnhor dur.ng o: subsegucr.t to my •rr.ployrr.cr.t, cny ir.lcrrr.ai.cn. kr.Pk.-l> ci o cr 
dala I rrcc.w cr cec-ompdonn.-; r.y oir.ployir.er.t whreh is cor.s.cercd propt.clary fcy X»:ox c: vh.Ji roiaici u :.-.o Ircde 
ipc.d- ol Xu:ox cj eor.:c:r.ed ;.n loimulcs. bosmeos proccrccs, melhods. maehir.es. inar.ulaetures. composii.or.-,, 
invcrlio.n:.d :.:cve:;csc: otr.erwiscor whic.n Xc:ox l.cs icceivcd inconl.dsr.ee Iron otnurt. Neid.i.-r wtll 1 diselone lo 
Xe:ox or ir.dacu Xc:ox lo -;c ar.y propnclory inlsrmalion cr Ircdo Lucrelool ur.ers. 

(D) Atuscdi.c.-ein , 1 Xctox stallmconXcroxCorporci.onar.danyclilisusfc;;J.aryco:pc:clio:iscxielir.gd-t.r.g 
my ernploy.T.or.l c-de: Ihc linc ol ils Icrmnolion. 

(El My ©tl.nci.cns hcrcu.n Je: may r.ol ba clmr.gcd cr mcdticd, rcleot -d. dmchceęod. obor.do.ncd cr Icrmmctud, in 
whola or in |xirl o.eepl by on insi: ur.nc.nl in writr.ng ti-jned by c.n olliccr o! Xurox 

(D Tl.isonn crr-r.t snall rr.urc lo Ina tcnetlof cr.d bu b.rdir.g upór. thohuus, persona! rtp.eser.l.:i.vcs s ;cuus:. o.-.d 
(is. rntol Ihe parl.es r.urclo 


(i^l Exe. pt a. • ol .'orli. helów. 1 ho.e no ogrcomenls with. rr otligsl.ons le.othcn m eor.flicl wilh Ihc lorcn ng and I 
dn r.nl owii or hn. c- an ...lc:« sl in cny pster.l opplieclion or ui po'cn:ed invi-nl.cn. 

(!!' I ll-o, • .rs r.e* I--:', celt w. !<nn r.ol a promclcr. din-clor, cr..f loyr-*: cr olriccr cl or conrullar.l loa l u r -. -. 

• 1 • • •' - • >»; rr--et 1 -r.d„,. ; : 0 t.t.:,p'oy.More ii.-ercl crcen-uil-rr.i Iom - r.-r , r -.. . wł.; .• 

' - <11. • ..: : lei .r.o ‘ .ept.er wnu n cp;rivn!c!theChc.;.:-It:..,- I.^o;u .! c. : 

* ł ‘ r.c. ro.i.r.en.; Icy.-i-c: ct.rcr ol. era ren. ..;::r.l icutus.nes .d!cr;.o!.l 

• • ' ’• v • ; l li« jvcoc3łł';r*u..*.3 c *r . v . *. 

*■' * . ł •.i*w»c*;/Cx;t»v.iy c;o.t:.<r/t*rcxorŁwchcii.c. 

• • : t - t 

... .. . *. cr »K's. : i I cir.. f.cw ir.vc)ved cr Lccon.c invc!v< .. c.-. u;y cwn 

*ir:.uuv . , • - .i tc. pn- ..-..t c ;..e crr.i.jclcl ir.tr;cst jr.d-” r .*?: ^';cy ?Kor.; 

' • - • * ‘ivr,r l*' t. cr c .:e‘.»'r:r.::.o:.on csn n ::io sr to \ .wji;cr ciccr.i! t 

! ' ’ ’ ! :v, i: J-cYwrc;t.or. a fo.;uw^:rdcjrr.otyXe:oxtorc.olvuc*r.yconihrtv.h;chit!:ndsto<rx • 


0 NLV COPV WMIABLE 
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(1) Any pn,-: wrwr.cn:;l»ctv. cen u*rebling la puteM*. Iradc łcctcis. proprictsry infoiuaticn c.r ceniąc*,el 
V. r.h y.v-J* c:c herebyłuper:eded 


C.t.; '.ryccSięnslJic.. 

Dutc__ 


(Cięn fint r.an.crn luli) 


(To tu wnltcn by ctr.ployce) 


WitnfrŁs - 1 — " 

INFORMATION RL'Q'JIRED BY PARAGRAPHS (G) AND (H) OF MY PTiOPRIETARY INFORMATION 
AND CONTUCT OF IN 7 EREST ACP.ELMENT 

Ul hc.e any ilems whichare e*ccpt.on* under porcaraphs (G) (aąreemcnt* w-.hor obi,90.,on* loothen end patent*, 
ond (H) (oul-ildc mterest*. poisible conllict ol inteicst) ol Agrccroent 
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EMPLOYEE PROPRIETARY INFORMATION AND CONFLICT OF 

INTEREST AGREEMENT 

. »-ll l 1 ' 1 ^ i 

/ », t'l / C 

■ło (\t 

employee rnopnicTAHY irjronr.iATioN ano 
CO fJfLICT OF INTEREST AGREEMENT 

XER0X 

!!0H-KCK:«!CiM mkfiwwm 

In considcratión of my cmployment by Xcrox and of the filary or wagos paid thcrcfor. I agrec: 

(A) Ouring thc period of soch i-mploymcnt, I will not indcpcndently cngagc in the same or similar linc of business or 
rcsearch as thal r.arricd on by Xerox or, directiy or iocJirc<Tly. scrvo, advise or be cmploysd by any individual, firm cr 
Corporation cng-jged in thc same or similar linę of business or rcscarch as that carricd on by Xcrox. 

(8) During or yubscfjuent to the period of sueh emptoyment, I will cornmunicatc to X<rox promptly and fully «!l 
lnventions, discowerics or irnprove-ncnts conceived or rc-ducrd to pratticc by mc during the period of my cmployment 
(alone or jointly with others), and I will and hereby do assign to Xerox and/or its nomincc-s all my right, title and interest 
in soch inventions, discow.rics, or improvcments and all my right, title and interest in any pjtoms or patent opplicahons 
based thercon, ar.d I will ossist Xtrox and/or its nominees (without charce but at no cxptnsc to me) at any time and irt 
tvcry pro per way to obtiin and maintain for its ano/or tbeir o.vn benefit patent* for all sucb irwentions, div:ovcrits or im- 
provements anyy/here in the world. 

(C) Exccpt as rny duties during my cnr.ployment with Xcrox may rctpiirc or as Xcrox may otherwise conscnt in writing. 

I will not at any time disclosc or use, cithcr during or subsesjucnł to my emptoyment, any Information, knowledge or data I 
reccive or dcvctop during my cmployment which is considered propnetary by Xcrox or which rclites to thc trade snerets of 
Xerox as contained in formulas, business proccsses, methois, maehir.es, manufactures, compositions, irwentions, d’Vtoscr.:s 
or otherwiso. Neither will I disclose to Xcrox or induce Xciox to use any proprielary information or traJo se-crctł of ot* t"s 

(D) As used heroin, "Xerox" shall mcan Xcrox Corporation and any of its subsidiary Corporation* cxisting during my 
cmployment and at the tirne of its termination. 

(E) My obligstions hercunder may not be changed or meddied, rc-lcascd, dischaiged, alundoned or terminaUsJ, »n 
whole or in part excepl by an instrument in writing signed by an officcr or other authorired agent of X<rox. 

(F) This agreement shall inurc to thc benefit of and be binding upon the heirs, persona! rcprcv.ntativcs, succcuors and 
assigns of ttic partics hereto. 

(G) Exccpt as set forth bclo.v, I have no agreements with, «ir ohligations to, others in conflicl with the furcgair.g jnd I 
do not own or have an interest in any patent Application or unpatcntcd inycnlion. 

(H) I. f!xccpl as set forth below, I am not a promotor, director or officcr of or consultant to a businessorg.ini/id lor 
probt, nor will I become a prornutef. director or officcr of or cor.sult.mt to sucb a business wbite employrd by Xuox v.itV 
out lirst obt.iininj ttic prior written appruval of tlić Prcsidcnt of Xerox or bis dcsignec. Chould I txeo.iv a promot.r of 
undcrtjVe tbc threetorehip ol. beeomc an offn.er of, or a consult.irtł to a business org.ini/nl for probt upon obt linmg 
prior writtcfl .ipprov.il, I uodrrs|jr.(| tliji | h.ive a r.unlininng ubhgjp )U to .'.dvise the Prcsidcnt or łlis designe# .it soch ti:'.e 
any activity ol citbcr Xerox or soch otber business presents mc with a conllicl uf interest .it an cmployic ol Xiro«. 


XEROX 




7. Sliould .sny rn.iiti r ur di jlir.gs in wliic.lt I ant now or. hcre.iflcr, ant alruut to bcCortte irwoUid ort my ownbełtjll 
Ol as an trupio , i <• of Xiru« ..ppe.if to prosi nt a pussiblc i on Hic t of inli.r •••.! nr.der tllc C"'p'.f.itc polu y |tti •« in ■ f b i t, I 
promptly lliselos* thc l.itls to my superve-Of su th.st a dclcrmirt ition r.ut lic in.nl.: ,>s to wl.ellicr j runllict of nilitiSI dcvs 
txisl, I will taki* kvb.ilcvi r ai tiuli is lie|in".tiel of mc by Xciox to nsolce any conllicl which it liiuls to exist. 

JJAooouy? 


(o.**r | 




Employee Proprietary Information and Confliot of 
Intereat Agreement 


XEROX ^ 

HOK-UCMMl COTPM 

(I) Any prior agr«.«mcntt relating to patents, tradc sccrets Of proprietary Information with Xcro~’ arc superseded. 


Emptoyec Signature_ 

(Sign first namc in fuli) 


Datę ___ 

(To be written by employee) 


Witncs*_ 

INFORMATION REOUIRED OY PARAGRAPH (G) AND (H) OF MY EMPLOYEE PROPRIETARY INFORMATION AND 
CONFLICT OF IN TERE5T AGREEMENT 

List herc any items which are execptions under parjgraph IG) (agreements with or obligations to others and patents) and 
(M) (outsidc interests, possible conflict of interest) of Agreement: 


ooosjss 
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PRE-TRIAL RULING NO. 8 


UNITED STATES DISTRICT COURT 
DISTRICT OF CONNECTICUT 


SCM CORPORATION 

V. 

XEROX CORPORATION 


CIVIL NO. 15,807 


PR E-TRIAL RUI,ING NO. 3 

Plaintiff has moved for an order of the Court 
appointing a special master to supervise pre-trial discovery. 
Fed. R. Civ. P. 53. In support of the application, in which 
defendant does not join, plaintiff relies on the generał con- 
siderations suggested in the Manuał for Coroplex Litigation 
and in Judge Kaufman's article, "Mastera in the Federal Courts 
Ruin 53, j8 Colum. L. Rev. 452 (1958), and also on the 
particular disputos betweon the parties that havc arisen and 
threaten to arise with respect to discovery in this case. 

The Manuał suggests that masters "may be used to 
advantage where discovery in the protracted case presents 
"probleins involving exceptional circumstanccs," though it 
cautions that even in protracted cases, masters should not be 
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Pre-Trial Ruling No. 8 


appointed "automatically." § 3.21. In pointi ig out the 
advantages of a special master for discovcry in a protractcd 
case, Judge Kaufman cited the situation confronting district 
judgcs in Metropolitan areas with a largo niuaber of "big" 
cases. Moreover, he specifically cited tliree instanccs of a 
bencficial refcrral in nonc of which had the case Leen assignod 
to a single judge for all purposes, as has occurr**d heio. 

‘ While this case has becn and can be expccted to be 
in the futuro a burdensome task for a district judge, this 
District is notso beset by "big" cases that refercnce of 
discovcry to a master needs to be rcadily contemplated, More- 
over, therc is also pending before me a somewhat sinilar group 
of cases, involving the same defendant as in this case and 
various Litton parties, and raising many of the same issues. 
Civil Nos. 15,136, 15,137, 15,705. With no rcquost for 
refercnce of discovcry to a master in those cases, refercnce 
in this case would crcate the poss.ibility of uncvcn handling 
of both the Litton and SCM litigation. 

The Court is not insensitive to the plaintiffs 
conccrn for expeditious resolution of aispuues Liiui..u>ay arisc 
between the parties concerning discovcry. Toward that end 
the Court has bcen available for several chambcrs conferences 
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and has ruled on a series of pre-trial motions. I continua 
to believe that many of the disputes that may arise in the 
course of discovery can best bo handlcd by coopcration betwaen 
the ablc and expericnced counsel roprcsenting both sides. 
Nevertheless, some matters will recjuire judicial rcsolution, 
and the Court is not at all reluctant to adjudicate thosc 
matters that remain for decision after good faith attenpts by 
counsel to rcsolve them. To facilitate both the informal and 
formal rcsolution of discovcry disputes, the Court rer.ia.ins 
availnbl.e, upon request of cither side, to Schedule promptly 
chambers confercnces. Whilo nccess to the Court at New Il m.-n 
is pcrhaps .not as convenicnt for counsel as a spccial master 
in New York City, it was the decision of plaintiff to bring 
this act.ion in the District of Connecticut. Moreover, in 
addition to the lead counsel from New York, both sides are 
well rcprcsented by able and cxpericnced Connecticut counsel, 
who can bc rclied upon to prescnt effectivcly the parties' 
contcntions with respcct to most, if not all, the discovery 
disputes. 

In light of these considerations, the motion for 
reforcncc of discovery to a special master is denied, without 
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prejudice to renewal at a later time should circumstances 
warrant. 


Dated at New Haven, Connecticut, this / day of 
June, 1974. 




C? O 




Jon 0. Newman 

United States District Judge 







EXHIBITS TO MEMORANDUM IN SUPPORT OF 
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Exhibite to Memorandum in Support of Plaintiffs 

Rule 42(b) Motion 


JOINT POSITION 

OF 

CONTROL DATA CORPORATION 
HONEYWELL 

THE NATIONAL CASH REGISTER COMPANY 
SPERRY RAND CORPORATION 

RE 


UEL1EF MATTEUS IN U. S. v. IBM 
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Exhibit8 to Memorandum in Support of Plaintiffe 

Bule 42(b) Moti on 

JOINT POSITION 
OF 

OONTROL DATA CORPORATION 
HONEYWELL 

THE NATIONAL CASH REGISTER COMPANY 
SPERRY RAND CORPORATION 


RELIEF MATTERS IN U. S. v. IBM 

The following positions, each of which will be briefly elaborated on in 
the following pages, are held in common by these four companies: 

1. Early relief is indispensable to insure a possibility of the restoration 
of competition. This requires the immediate formulation of a com- 
prehensive plan for interim relief. Although emphasis should be on 
posf-trial interim relief, i.e., relief to take effect soon after violation 
has been found and to terminate upon the effective datę of the 
ultimate relief, apre-trial injunction might bewarranted undercertain 
circumstances, provided that the preparation for and the hearing on a 
motion for such relief would not impede the forward progress of 
trial preparation and delay the commencement of trial. 

2. The post-trial interim relief plan should include ‘‘structural”, as well 
as behavioral, provisions designed to safeguard the industry during 
the extensive period of appeals and during the process of formulating 
the ultimate relief. 

3. To the end that interim relief should take effect as soon as possible, 
the Antitrust Division should make an effort to obtain a court order 
separating the issue of violation from the issue of ultimate relief. 

4. The Antitrust Division’s position as regards the complex question 
of uitimate relief should not be finally resolved until the point in 
time when the imposition of such relief is fairly close and the indus¬ 
try and other relevant facts which then exist are known. We collec- 
tively reiterate the positions already individually recited by each of 
our four companies that, under the present circumstances, lt is our 
judgment that the divestiture proposed in the October, 1972 relief 
memorandum filed with the Court by the Antitrust Division would 
not restore competition to the industry and achieve the objectives 
of the Sherman Act. However, we do believe that consideration must 
necessarily be given to divestiture of a type which is appropriate 
under the circumstances at the time and to divestiture, and other 
relief, on a world-wide basis. 
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Ezhibits to Memorandum in Support of Tlaintiffe 

Ru 7 e 4?.(b) Mo t i on 


1. An Effectivc Interim Relief Plan Is Nccessary and Feasible 

The need for early, interim relief can be understood only in lightof the 
probable time of commencement of w., ultimate relief measures and the 
likelihood of significant changes in the industry before ultimate relief 
becomes effective. For present purposes, we assume that the trial will start 
sometime in 1974 and last for approximately one year. Because of the com- 
plexities involved in the litigation and the obvious volume of the trial record, 
the appellate process will probably take years, and tho possibility of morę 
than one appeal cannot be discounted.* The ultimate relief-formulation 
process will also be extremely time-consuming, because of the likelihood 
that relief will be proposed and presented by numerous interested groups 
and individuals, inside and outside govemment. In view of th«* importance 
of the issue, the District Court will be inclined to seriously considcr the pros 
and cons of all suoh proposals before entering its finał judgment incorpor- 
ating the ultimate relief plan. 


All of this means that ultimate relief probably cannot become fully 
effective in thisdecade. But if IBM’s dominance remains unchecked umil the 
1980's, the Computer industry rnay suffer an irretrievable setback. Withoul 
delving into the cause and effect relationship between IBM’s dominance and 
the departures, induding those of GE and RCA, from the Computer indus-\ 
tr>'. the fact remains that the number of IBM mainframe cornp-titors is now ‘ 
down to only a handful. Their continued viability through the critical years \ 
comprising the second half of this decade must not be impaired. 


An effettive interim relief plan could provide ;e- urance in this rcspect. 

Ihe underlying assumption of this Memorandum is that the gowrninent will 
establish a monopolization violation at the trial, and a monopoh/ation find- 
ing necessarily means that the District Court will have found that IBM has 
the power to exclude competitors from the market. In light of such an 
adjudu-ation, and in light of the obvious difficuity and time-consuming 
naturę of resohing the ultimate relief problem, the undersigned companies 
feel that the Antitrust Dmsion miglit well persuade the District Court, 
without the need for extensive hearings, to enter an order caliing for effec- 
ti\e interim relief. I he necessity for such interim relief measures was reeog- 
ni/ed by the Supremo Court in one of the earliest Shcrman Act cases: 


"( I he relief) subject necessarily takes a two-fold aspcet, 
t«'r of the permanenl relief reipured, and the naturę of tł„ 
relief essential tu be applied p« nding the wo.king out ot 


t he eharac- 
I emporary 
perinanent 


* I lu. process may 
piocide for appe. 


be even lengtlner if the Kxpediting Aet i> am-nd.-d s „asto 
ils m goveruinent injunction eases to the Courts of Apjieal. 


2 
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Ruie 42 (b) Moti on 


relief in the event that it be found that it is impossible, under the 
situation as it now exists, to at once rectify such existing wrongful 
condition . . . Pending the bringing about of the result just stated, 
each and all of the defendants, individuals as well as corporations, 
should be restrained from doing any act which might further extend 
or enlarge the power of the combination, by any means or device 
whatsoever.” U. S. u. American Tobacco Co., 221 U. S. 106, 31 S. 
a. 632,650, 651 (1911). 

II. The Interim Relief Plan Should Include Structural Provisions 

The need for post-trial interim relief has been exprtssly recognized by 
the Antitrust Division in its October, 1972 preliminary memorandum on 
relief. But the undersigned companies entertain serious doubts as to whether 
the combination of the “anti-scrambling” provisions of section II of that 
memorandum, and the behavioral injunctions of section III, are sufficient 
in scope to accomplish the objective of not pormitting the situation in the 
industry to worsen during the immediate post-trial years. It must be recog¬ 
nized that, if and when IBM has been adjudicated to be a monopolist — at 
which point IBM would be confronted with the possibility of dismember- 
ment, as outlined in the Department^ October, 1972 memorandum - IBM’s 
management would have every incentive, as well as the capability, to sub- 
stantially increase its market share, so as to be ahlo to “beąueath” such 
additional business to the IBM successor companies. Any such incr ased pre- 
divestiture dominance would of course benefit the IBM “Newcos”, but the 
corrcsponding loss of market share by current IBM competitors might prove 
disastrous for one or morę of them. 

We sec no effective way to preclude that eventuality, short of the 
“controlled growth” approach suggested here. In essence, the proposed 
controlled growth remedy would prevent IBM from increasing its market 
share. This prohibition against excessive growth would apply to identifiable 
segments of the Computer market, and also to the computer-rclated markets 
which likewise would be vulnerable to an IBM take-over during the post- 
adjudication period. Some of the details of the controlled growth remedy, 
together with an outline of the other features of the proposed interim relief 
plan (i e , behavioral injunctions and provisions assuring access to IBM pro- 
ducts and technology), are set forth in Appendix A to this Memorandum.* 

♦Similar behavioral injunctions against IBM may be in effect at the limę of 
adjudication. In Telex v. IBM, the DistrictCourtinSeptember, 1973granted 
injunctions embracing some portions of Interim Relief Measures Nos. 1, 2 
and 6 of Appendix A. 
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We have characterized the controlled growth remedy as “structural” 
because it directly addresses the central issue of preservation of competition 
and is unrelated to behavioral practices. But the proposal is designed to 
prescrue the current market structure, not to alter it, and thus is consonant 
with the interim relief concept of maintenance of status quo. We are aware 
of the fact that remedies imposed on an interim relief basis must bereversible 
because of the possibility that the adjudication of the tnal court might not 
be affirmed. Neither the controlled growth remedy nor the other suggested 
measures fali into the irreversible oategory. Rather, they are designed to 
prcserve the current market structure and thus obviate the possibility u»at 
the entire objective of the government’s case — the infusion of competition 
into the Computer industry — will be frustrated bcfore finał relief is entered. 

III. The Violation Issue Should Be Separatcd 
From The Ultimate Relief Issue 

The Department should take whatever steps are necessary to obtain an 
adjudication against IBM as soon as feasiblc, whtch adjudication will permit 
the imposition of effective, and early, interim relief. A aeparation of the two 
Principal trial issues will assist in meeting that objec:tive in two ways. First, 
if the parties are freed at this time from the burden of prepanng the evi- 
dence and arguments in support of their respeetive positions on ultirr.ate 
relief, the trial-commoncement datę can be accelerated; and second, the 
duration of an initio] trial limited to the violation issue would be suhstantially 
shorter than a single trial of the combined issues, thus allowing the entry of 
the trial eourt’s fmdings as to the monopolizuiion issue at a much earlier 
datę than otherwise. 

We realizo that to aceotnplish such a separation is not witlun the govern- 
ment’s diserction but rather that of the District Court. And we assume that 
IBM, desiring to delay the day of adjudication as long as possible, would 
rcsisl a government motion for a separate trial. Still, an issue-separation 
approaeh of this kind is not uncommon in governinent antitrust cascs, and 
we would urge the Antitrust I)ivision to seek such a separation in viow of the 
lollowing resultant advantages that are in addition to the interim relief 
ohjecti\e mentioned above: 

I. If the violalion issue is dispositńe in favor of IBM, many months of 
the Courts time and of the Division’s efforts will be saved. 

2 If viol.it ion is found (and that is the assumption underlying this 
Memorandum), the Distriet Court can tlien address the ultimate 
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relief problem in light of the understanding of the complex industry 
which will have been gained in the process of hearing the evidence on 
the violation issue and formulating its findings. 

3. Against the background of such an understanding of the industry, 
the relief issue can be addressed in light of the then current facts and 
trends in the industry, national and international economic consider- 
ations, etc. 

4. No duplication of evidence would be involved. Certain key witnesses 
would have to appear a second time, but their testimony would be 
morę meaningful if given after the Court’s findings on the monopo- 
lization issue. For example, in an undivided trial context, testimony 
on the central issue of what is needed to dissipate lBM’s market 
power has to be given on the basis of assumptions as to the naturę 
and scope of that power, while in a separated trial context, such 
testimony would be given in light of the District Court’s extensive 
findings on the market definition and market power issues. 

5. The suggested separation of issues does not necessarily affect the 
question of whether one or two appeals will be taken. Depending on 
the definition of the issues to be separated, the Court can infuse in, or 
withhold from, its initial findings the requisite “finality” determina- 
tive of IBM’s right to appeal at that point. But in eitherevent, interim 
relief measures could take effoct shortly after (if not before) such 
initial findings and remain in effect at least until the entry of the 
finał judgment setting forth all of the details of the ultimato relief 
package. 

IV. The Resolution Of The Ultimate Relief Question Should Be Deferred 

The government’s tentative proposal for ultimate reiief, as we understand 
it, contemplates the division of IBM into “several” (presumably 5 to 8) 
balanced mainframe manufacturers which offer a relatively fuli linę of 
Computer systems. In our view, that plan is fraught with substantial risks and 
difficulties. Assuming that the feasibility problems involving plant-splitting 
and the use of foreign-located assets can be overcome, the risk of economic 
waste by way of transitional costs and the risk of creating a shared monopoly 
remain. 

Substantial transitional costs are necessarily involved. Among the morę 
obvious are the economic wastes inherent in dividing basie research and 
developmental work in progress, transferring production, and allocating 
successor responsibilities regarding support of IBM equipment in the field. 

Another aspect of the transitional costs of the dismemberment plan 
proposed in the Antitrust Division’sOctober, 1972 relief memorandum would 
be the slow-up in the market as users hołd up their proeurement decisions 
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until there is less uncertainty as to the new structure of the industry. Sudi a 
slowup, aggravated by the continuing IBM de facto standards, would prob- 
ably involve a freeze on technological progress to the detriment of Computer 
users, and honee the public. It is likely to adversely affect all of the firms in 
the industry, and especially the non-IBM compames beeause they lark the 
casli flow from an extensive lease hase to sustain them during the transitional 
years. 

Morę importantly, the finał outeorne of the dismeinherment plan in the 
Antitrusl DivLsion’s October, 1972 relief memorandtim is likely to leave the 
IBM successor companies as dominant firms. Depending in part on the effi- 
cacy of interim relief, the successor companies will be substantially larger 
than the non-IBM inainframe companies and will hnve the further adeantage, 
which could prove decisive, of a very sizeable lease base coupled with a « om- 
patible product linę among themseKes. With a head start from sizo and lease 
base, and sheltered by systems/data base compatibility barners and the other 
aspeets of the "technological lock-in”,* the successor IBM companies might 
well suceeed not only to the asscts of IBM but ais o to it.-, predominance in 
the industry. This would not only fail to return tru. d'fferent;ated competi- 
tion to the market place, but rather would'set apart one gruup of compet- 
itors willi significant adcantages over other competilor-. 

('onvorting single-firm doininame to shared mouopoly power is not, m 
our vie\v, of sufficient public benefit to offset the substantial transitional 
co.sts of dismemberment and the ri.-k that users will lose the innov.it ive, 
ptoduct differentiation and other competitive berefits now being provid**d 
by the non-IBM mainframe companies. 

While the undersigned companies iiave Uhm v*ry real lonnrns over 
the cfficacy and feasibility of the domemberment plan in the Antitrusl 
l)ivision\s October, 1972 relief memorandum, the position of these four 
companies is that the merits of any ultimate relief plan. be it the Antitrusl 


1 "Technological loek-in” arises from the elose inter-relationships of hard 
w.n and software in a comple.s. eomputer system and the elose integration 
of ile Computer system with most u»crs’ operatlons. By inaking a chai.gc in 
siippliers uneeonomical, this distinctice phenomenon of the Computer 
iiiou.try ties custotmrs to suppliers and lends itseif to manipulation to 
maeitain monopole power by ;i chmiinanl firm. The importanee of the eon- 
eept Ih.s in lite doiibt that it easts on the efftc.iey of the plan in the Anti- 
tiu l Division’s October, 1972 relief memorandum ;ts a means to dissipatc 
monopoly power. In most uulusines, sueii iii •uu mberment would "aulo- 
mal ically" aeeomplish a dissipalion of power. but the peculiarities of the 
Computer industry present a speeial set of probleins. 


(I 





E 784 

Eihibits to Memorandum in Support of Plaintiff 'e 

Ruie 4 2 (b) Moti on 


Division’s or those of any of the four companies, cannot n«*w be adeąuately 
evaluated.* Under the best of circumstances, the effective datę of the mea- 
sures imposed by way of ultimate relief is many years away, and during the 
intervening years the facts and circumstances which should dictate the type 
of ultimate relief that is both feasible and efficacious, i.e., the industry 
structure and composition, the State of the technology, user needs, the posi- 
tion of the United States relative to other countnes (including balance of 
payments and balance of trade consi^erations), and other domestic and 
international economic factors, may drastically change. It is for these reasons 
that we feel that the govemment should not attempt ai this time to fix on a 
definite plan for ultimate relief, but rather defer the formulation cf its finał 
relief plan to a point in time when the controlling considerations aie known 
or at least can be evaluated with much less uncertainty. 

In spite of such difficulties in predicting futurę events, these four com- 
panies expect that consideration will have to be given to divestiture of some 
type and to divestiture and other relief being implemented on a world-wide 
basis. 


V. Conclusion 

lt is the considered request of the parties to this Memorandum that the 
Department of Justice give due consideration to the col!ective positions 
expressed herein. We believe that the views of these companies deserve sub- 
stantial weight because they represent computer-dedicated assets producing 
annual revenues of over $2,500,000,000. These four companies employ over 
300,000 people, almost half of them directly involved in Computer efforts; 
these companies are owned by over one quarter of a million shareholders. 
These companies are significant suppliers to the U. S. government and are 
major exporters. These companies are also the source of significant innova- 
tion in all facets of Computer technology. With so much at stake, these com¬ 
panies are vitally interested in the eff*cacy and consequences of the relief to 
be sought against IBM. 

lt is obviously in the self-interest of these companies to reinain viable 
and to grow m strength, but inasmuch as these four corporations represent a 
significant s'iare of wliat remains of the non-lBM segment of the computer- 
mamifncturing industry, the inereased vitality of these companies is also of 
para ino un t importance to the puhlic in'erest. 


♦The Antitrust Division stated a somewhat similar position in its October, 
11)72 relief memorandum when it suggested (pp. 2-3) that the principal 
effort should be dirccted to “ . . . nchieving a fully deyeloped record upon 
which to evaluate the futurę cfficacy of this or other forms of relief." 
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Representatives of each of the companies stand ready to elaborate on the 
positions stated in this Memorandum and to work with the Antitrust Division 
staff in an effort to solve the complexities inherent in the ultimate relief 
ąuestion and to effectively address the issues involved in the interim relief 
concept proposed in this Memorandum. 

Respectfully submitted, 


Contro! Data Corporation 
Honeywell 

The National Cash Register Company 
Sperry Rand Corporation 

Oetober, 1973 
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APPENDIX A 
TO 

OCTOBER, 1973 RELIEF POSITION PAPER OF 
CDC, HONEYWELL, NCR AND SPERRY RAND 

PROPOSED INTERIM RELIEF IN U.S. v. IBM 

The following eight relief measures (including the three injunctions 
proposed by the Antitrust Division) are expressed only as generał concepts. 
They are intended to be applicable world-wide. 

I. The Govemment’s Suggested Injunctions 

The Antitrust Division’s October, 1972 relief memorandum set forth 
interim relief recommendations to which we subscribe. In addition to the 
standard anti-scrambling provisions of section II of that memorandum, the 
govemment suggested the following injunctive provisions: 

Interim Relief Measure No. 1: IBM shall not use bundled pricing. 

Interim Relief Measure No. 2: IBM shall not engage m predatory 
or discriminatory pncing. 

Interim Relief Measure No. 3: IBM shall not make prematurc an- 
nouncements of its Computer produets. 

Comment: These three remedics are noncontroversial, minimal 

provisions neeessary to preclude IBM from direct, anti-competitive 

behavior during the interim period. 

II. Remedies Providing Access to IBM’s Patents, 

Know-How, Software, 

Product Specifications and l'nique Products 

The following injunctive provisions would provide rights to liccnse lBM’s 
patents, software and other know-how, to have disclosure of its product 
specifications and to buy its unique produets on an OEM basis, all of which 
rights could, but would not neccssarily, be extended indefinitely as part of 
the finał relief. 

Interim Relief Measure No. 4: IBM shall not refuse to license its 
EDP patents and EDP know-how, patentahle and unpatontable alike 
(and, wliere it has the righl to do so, subliccnse its rights under the EDP 
patents and know-how of others) to all applicunts on a reasonable- 
royalty, non-discriminatory basis. IBM shall afford such applicants 
reasonable assistance in understanding and utilizing such rights and 
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information through plant visitation opportunities and other methods, 
the expense of which may be charged applicants on a reasonable, non- 
discriminatory basis, not to include the original cost of producing the 
know-how. 

Comment: This provision would preclude IBM from using its strong 
patent and technical position to injure competition. 

Interim Relief Measure No. 5: IBM shall not refuse to hcer.se, with 
the right to sublicense, its software products, including applieations 
programs, to all applicants on a reasonable-royalty, non discriminatory 
basis. 

Comment; This provision would prevent IBM from using its 
dominant position in software to inhibit sales by competitors and 
to interpose itself betwcen its competitors and their customers. 

Interim Relief Measure No. fi IBM shall disclose to other suppliers 
of KDP products having a legitimate interest in such disdosure, the 
complcte product specifications of its KDP hardware, software and 
media products, including functional, intcrface, media and performance 
specifications, and also the applicable Communications procedures, at 
the limę of product announcement, or 24 months before the reasonably 
anticipated delivery datę, whichever is earlier. 

Comment: This provision would ameliorate the competitive advan- 
tage that IBM has by virtue of its control of de facto standard.?. 

Interim Relief Measure No. 7: IBM shall not refuse to sell to orig¬ 
inal equipment manufacturers any KDP product, a substitute for which 
is not reasonably available elsewhere, to be incorporated in KDP systems 
produced by such manufacturers, at prices and with delivery commit- 
ments which enable them to effectively compete. 

Comment This provision is designed to eliminate the po-sibility 
that IBM rould use a monopoly position in a new KDP product to 
hamper the compctiturs' Miles of systems which depeiul to a materiał 
estent on such new product. 

III. The Conti ollod (Irowtli Komedy 

The objective of this remedy is to pp.\serve the status t/uo regarding 
IBM s market share pending the efl'ectivc datę of finał relief. 

Interim Relief Measure No. 8: IBM shall be subject to sui labie 
measures to limit its growlh to that of the market(s), or, preferably, 
less. Such measures should be based on data readily availahle to the 
Court. 
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The markets to which this interim relief measure should be appli- 
cable would be selected in light of the District Court s fmdings (before 
or after trial) as to the market definition and the scope of IBM’s mono- 
poły power. However, the markets to which this remedy would apply 
would not be confined to those found by the Court to have been 
monopolized by IBM. Rather, the remedy would be extended to the 
additional EDP submarkets which would reąuire the protection afforded 
by this remedy, and also to the related markets for EDP products and 
services (such as Communications, terminals and professional services) 
which are most likely to be the target of futurę domination by IBM. 

IBM should be reąuired to give priority to its then existing customers 
so as to diminish the number of new customers potentially “locked-in” 
to IBM eąuipment and thus “preserved” for the IBM successor 
companies. 

Comment: As stated in the accompanying Memorandum, the 
philosophy behind this remedy is that it is the only surę way of 
preventing a complete domination of the industry by IBM duritig 
the period prior to finał relief. The remedy would be applicable to 
the market(s) found to have been monopolized by the District Court, 
and also to the related product and service market(s) and sub- 
market(s) which would be particularly vulnerable to an IBM take- 
over if its expansion in principal market(s) were limited during the 
interim period. 
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of ar. i ci prray.raph. 

5 . FurUhci' answerins, Defendants avcr that fcoth 
said patents in suit are diroctcd to clectrostatic photoccpyir. 3 , 
2 ’cspcctins which past commercial activitics in the United States 
have ocen confincd substantially to two wideły differin .3 cutosorios, 

(a) The flrct and earlicr one havlr ,3 boor b*.-vel- 
oped and substantially c>:clusivcly used by Plaintiff, in v;h.'cr the 
printinc may be and usually ls upon any ordinary paper, indiroctly, 
fro.T, the clectrostatically char^ed surface of a drum, surface- 
coated with solcnium. 


(b) In conti'ast to the scconci cato^ory, here- 

inaftor sometlmes ćesignated as Klectrofax, which was developed 

and patentod by Radio Corporation of America (hereinafter RCA), 

in which the visiblc iraa^e is printed dlrectly upon the elcctro- 

statlcally char^ed surface of a photocopy paper, surface-coated 
% 

with non-phosphor, pigment grade zinc oxiae in ań insulatir.g 
organie resin binder, 

to which second cate^ory, unoer license fron RCA, 
Defendants' heroin accused activlties have been confinec. 


has sou~ht 
clectrosta 


v 6. Furthcr answerins, Defendants aver thas Plaintif 
and sccured many United States patents reiatin” to 
tic pnotocopylns, anons which are sale; two patents in 


f 


■ i f.~ 


> *1 - 




suit, of which ho. ?,583,629 is directod to apparatus 
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Pule 4?.(b) Mo t i on 


01 


useful in the electroctatic char^ins step in the procct.: to 
which ho. , i21 , Oo o ic ciroctcd. 

Patent No. _^ 3 P3 , GOó 

V T' . •'« . ’•••»• , ., *••,*% • •. • - t 

I • * ' * • V O Wl • * * V • • A Vł u* W C .. i« * . u v..» . 

of the 3, 3 23,006 ; alert in o u i t ar o directod tc> r. proceso 

r . ** . , • . » , . , , - > i . • • i i 

1 •* v - v j 1 * • ■ , < * ■ • • • c .i.. w. ■ i .: ' . ;. „ i • r i . 

critica] ratorialr. dofinou in part ar: 

. . flnely ciJ vidcd particie:; o7 an 
1 nor,;;:nic ; i.ot ocor/a.c ii ve i n a o 1. t i r. \ 
nc i»łŁ3 j xc _ xC'»u.i ccmu. iii łi'i łi c ry a i .i...:»e 
C Onlj KKił ł^i • t • 

which rcatcrials aro acscrtod ry P3a.intiff to ir.cluric the piy ^r.t 
p, jv.de ziać o>.ido a:, u sod ly RiTendant:,. 

Th i a patent was app.lied for by ono Arthur K. J%i dciie ton 
and one Donald C. Reynolds as Joint lnventors, and stal* 
rirot fu 3 3 pura-raph, coluT.n 37/ that the ap;>3icaticn the;"-for, 
which was Seria] Do. 663, 363. n.3cd Jono 2ó, 3937, "ia a cen- 
tinuation iii part of our carlier fi]cd copcr.dins appl icali or, 
Serial ho. 311,9^6, filce on Soptowbcr 25, 1952, " 

which 3 932 applicatior. was o ta te d by the ópplicantn 
in the saric paras^aph, to have tccn "a continuotion in part of 
Serial ho. 99,37'ł, Hlcd Kay 23, 19 ł f9 by Arthur E. tfiddleion, 

r * 

now U. S. Patent 2,663,636." 

0. Sald two preciccessor applications neither dis- 
closed nori-rhosr.hor pi^-.ent ^rade zinc oxide nor containoJ 


su o- 
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Pule 42 (b) Moti on 

stantlve continuity on critical issucs to sald 1937 application 


in that: 


ćiscloscd no 


. (a) Sald 1949 application Serial No. 93,374 


. . i r. organie photocor.ducti.ve insulat- 
in£ r.etallic-ions containin^ crystallir.e 
coinpound. . . " 

clairneó in Patent No. 3,121,006 cxccpt zir.c titar.ate which was 
never rcentloned in sald 1932 application Serial Ko. 312,3 ;5, 
whereforc the or. 2 y such "co.r.pound" discloscd in bota che 12',9 
ara 2937 app 2 icationr. war. neither ciscloscd nor clai:..eu in the 
ir.terver.ln 3 193 P application; 


(<-; ; re 


i , . » 

« V % . 


Ko. 33 2,346, ar. filort ar.d r.worn to by itr. sai.i ap, 21 canta, 

(i) Kmphaciacd the efficncy of the 
phor.phrr ca tenory of the inor^anic ractallic-iona 
cor.tainir," corr.pounds therein discloscu, 

(ii) Inc2uded in itr. generał dis- 
closurc no mention whatsocvcr of any oy.ide, and in 
the threc exarnpiec therein set forth, no r.cntion of 
any oxide cxcept ohosohor zlnc oxide and ohosnr.o- 
zinc magnes i u.n oxidc, 

(iii) Contalncd in cnch of its origir.ai: 
lilcd ten c 1 a j. n 3 , which wore the only clainis cver sworn 

to by the applicants as having been invented by therr., 
a limltation of the clairr.ed co.npounds to the !, class 
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Exhibits to Memorandun in Cuppcrt of PIa :k 

Rui e 4 P. (b) Moti cn 


‘ J J e 


concirtinc of the culfides and seleniccc of caclrr.iurr. 
and zl nc ," and 

• (iv) Ncvcr containcd a sworr.-to cli.i.;. 

dlrectcd cilher to en oxidc or to a clasc containi j.j 
an oxide. 


9 . Furthcr ancworing, Dofendants avor that foli:. 
ing tho filing of sald 1952 application, on September 25, >552, 
and 

bcfore Kidrilcton and Reynolds) tho applicnntr 
thcrofor, or any of thc oxocutlvcs or employees of Plaiatiff na 
kr.owlccigc of tho efficv.cy of pigment grr.de zlnc o.\ide in cieci;- 
static photocopyir.g, 

scveral cxccutive officera of Plaintlff i;..;? 


had naci 

den onr.tr a t 

od to tho;.i 

by KCA• 

r perror.nol the 

perfor... 

ar.ee cf i;fA 

1 r. ca id y.lc 

0 ‘ *’ r •. 

t* t 4 J * (. A 

. procecG ur.ing p 

zlnc ox 

i dc in a hi 





tno f u. rw v U'. ł i>icninLon i■ nvi« ip. .. «• r *.av» * .1,, 


I>vcor of 19>p with a r.-pcat do.r.onr.tratlon In doły, >>>;•, nu 1 
of ł’.l n in t' ; f 1 1 . o.wciitl vo r. for thoir fiu*thor in:.traci 

10 . Foli owińg thc f or.-goiny, demona hmtlone, ar-nad 
ano aiv.air.o;.tc in rai ci 1952 applicntion Serial i,'o. 311 , 5^6 wore. 
1’J.led i n tho Patent Office ry or i:pon tho inr.tlga tion of Plaii.t 
nil ynilhout di rcl or.uro to the Patent Office of opoli canta’ dc: i 
tion fnc.a iiCA of their knowledgc of pigment zinc oxido officacy 
ao aforoaaiu, and without aupportir.g oath by ca id applicantc. 
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Ruie 42(b) Moti on 

(a) Presentlng no w clairr.s on Kovc;aber ó, 1953, 
whlch Ancludcd arong others, 

appllcation claim Ko. 17 clairning in’ f su& 
stance thc successful use in electrostatic photocopyir.g of zinc 
oxlde in a binder, v.it’nout ąuallficatlon of whether the zinc ox 
was phosphor or pigment grade, or otherwise, 

liotwithstanding that the zinc oxiće dis- 
closure of thc appllcation was speclfically limitec to phosphor 
zinc oxide, ' 

(b) Preoenting a secona amendment filce on 
Karch 14, 1959, whereby 

(i) Ali pending clalr.s in sald a opli- 
cation except Ko. 16 through 20 were speclfically lir.itea 
to phonphors, and 

(ii) Sald appllcation claim 17 beca.r.o 
by elcctlon, the only claim to a non-oh om hor v;hich 


could be actively prooccutod in the appllcation. 



(c) 

Urgir.g the 

allowancc of sai 

cl cl a i r. 

]7 

throughout a 

period 

in cxccos of 

the twenty-seven 

•• *■ r 

• w* • 

C 0.7. 

ir.g Karch 14, 

1955, 

cii: ring whlch 

clair. iy was the 

only cl 

» 4 • 

W i JL Mi 

ur.der activo 

prosecu 

tion coverir.g 

a non-phoi pho;’. 

W jl t .'łOU w» 

CO 


te r.ting priori ty when rejectod on allcged prior >:iectrofax 
lnvcntJon by KCA, and 

ultlmatcly cancclling salci claim iy on June ;>ó, 15 
c on tempera ne o u s 1 y w.Lth the filirig of the 1957 appl icatic n g f, ri a 


No. 663,165 in whlch no corrcsponding claim was prcr.cntoci. 
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Bule 4 2(b) Moti on 

Dl. Rer.poctin^ sald 1957 Application Seria] .‘.'o. 
668,165/ which natured to Patent No. 3,121,006 in suit, D.-fenlani, 
further avcr thut by or at the instiy.alion of Piali.tiff: 

(a) Its appllcation claim. 1 was ćrafted, 
presented nr.ci prosecutcd throu^h to ęrant as patent claim. 1 
oircctcG to class covera~e which la nov: asccrtcd by Plaintiff to 
covc:r the usc of pigment grade zinc opiele; 

(b) The cisclosure of salci appllcation v;?.c 
creatly char.yed from that of the prcdecossor 1952 applicaticn 
Serial No. 311/5^6, by botn addltions and deletions, includir." 
the aććition as the inver.tlon of applicanfcs of rhzample 70 v;h'ch 

4 > . ^ 

in its presontment of the use of pi£,T.ent srace ?.inc oxide in a 
binder is sicnif icantly different from anythir." theretofore ci i s - 
closeci in cithcr sald predeceęeor 19^9 or 1952 applications, 
and reprc*sents the contributlor. of ar.other, i.e. of RCA; 

(c) Application claim No. 35 was acićcci by 
amcnc.aent in much tlie same wordinj as was carrieć throuyh to its 
crar.t as patent claim No. 14; 

(d) An appcal was ta hen to the Court of Gustom s 
and Patent Appeals frorn a rejcction by the Patent Office Poora 

of Appeals of sald appllcation claim.s Nos. 1 and 35; 

(c) In the pror.ccution of which appeal the pre- 
senee of pijment £rn cle sino oxidc coveranc in the a foro men tlone a 


• • . • . V. i. % .. \ 


^ r ■» * • .- ' * - r t a ,. 

• • V.»«~ » » • * • .4 l • « 


o - . - • * 

• . 1 > . * V v 


Serial No. 31 ^ > frio was suce o na fu! ly ur 4 ,ed to secure the r.'\e;w.l 


of m id ri i 


1 V* ,«* •»»* • 


to Pio! n* 


of t:i5,1 


ONLY COPY AVAILABLE 
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Fule 4Z(b) Motion 

pa ton U c],u;,r, Nos. 3 and 3 4, without iiir.clor.uiv o i' the fact: 
alleged Sn procedin” Paragrnphs 9 r.mi 10. 

• 12. Further answcring, Dofcnbants avcr that cl: 
1 and 14 of Patent Ko. 3> 1 i'l > 006 in suit, to the cy.tor.t that 
nrc asscrtcc to dorainate the usc of plgraent gracie zinc oxićc 
clectroctntic photocepy paper, arcir.valid as a result of the 
fraudulent procurerr.ont, in that 

to Plaintiff s knowlcdgc, the applicar.tc for 
aa id patent, sald Kickileton and Reynolds, did not therasel vec 
invent cuch copy paper, and 

the Plaintiff, through its agents, in tad fa 
and with knowlerige of the foregoing, sought to and dici procur 
the grant to itself of said claims 1 and 14 

as a result of fraudulent proccedings before 
Patent Office and before the Court of Custoras and Patent Appe 
* as part of an intcntional attempt Ur.lawfully 
to appropriatc and dorain?;te the discovery of another, i.e. th 
succcssiul use of pigment grado zinc oxidc in a coating or. cl 
static photocopy paper. 


13. The aforesaid fraudulent proceedir.gs inóluc 
(a) In Plaintiffs prosecution of the sald 
application Serial No. 311,546 

(i) its presentment of application 
Claira 17 for zinc oxide, without liraitntion to paosphor, 
as dcfinlng an invention of the applicants. 
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Ruie 42(b) Moti on 




(ii) its clection 

of sir.c ONide 

U M “ 

qualified 

<. V* 

the cpeoies to v:hich it 

wo.Od cor.firc 

itr. 

cłaima in 

t, r * o 

abser.ee of subseouent 

brona cla im a] 

ji c* % r 



t * J * \ ^ i . » , 

V J J w . • W* • v — i . 

/ . , i . , 

M t t , V W. • ■ W * • W* 

;.w.‘ 1 

after the 

fu 

inf, of its 1937 applicn 

♦ ■ ^ *.*•«• •» 

i V « • W* V • i 

U c* , 

3 > -* 1 1 ^ o \j 


, , , • • « ,, . , • « , , • , . * 

• >1 A Vw< V. 1 • , V • t • • V- v 

(. • ; ;. . v 

<, w 


U of t.uiń cl nim Y(, 

nil nr. moro fully horoinboforo av'r: , .v; n;ui nil \. * th 

the lnt'*nt that cl.nim V( i.hould cover and nominale the uro c f 
pigment r.inc oxIde, 

(b) In Plaintiffs flllng anu prorccution of 
.Itr. 10*37 a; pj i cali on Sc-rial Ko. CC?>, 163 v;hich i. atu red to patent 

r 

Ko. 3,l?l,OJÓ in suit 

(i) itr ćraft.lng, prorontnent and 
prosecution of application clair.-.s 1 nuci 33 to thoir 
grant aa patent claimr. 1 and l*ł reapcctlycly, 

(ii) itc ir.clusion in the spccification 
of c:<anp]c Ko. '{0 aa the contribution and 3r.vcntion of 

the app1ican tc , 

(iii) the lncDucion in the spccification 
of much nriditional Information 2 ’ecpcctin^ the usc of 
pigment r.lnc oy.iae a o the original contribution of the 

i 

applicantc, 

all as morę fully hcreinboforc avcrred and nil v;ith 
the lntcnt thnt claims 1 and l^ł should cover and domina te the 
usc of pigment zinc oxidc; and • 
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(c) In Plaintiff• s appellatc proceedin^s co Toro 

thc Court of Customs and Patent Appcals 

its use of the pigment zinc oxide 
coverage of the aforscaid Serial No. 3H.»5^o applica- 
tion clnirn 17, in securins the revercal of the appcnled- 
frorn docicion and the crant to itself of sald Patent No. 

3 , 121,006 clai;ns 1 and 1^>, and 

t 

(d) Such fra udu lent procoedi n^s furthcr includ- 
in'-; pinintiff 1 s failure to dir.closo to thc Patent Office and to 
the Court of Cu:.tono and Patent Appcals the cierivation by ti.. 
appl i cant r. Middleton ar.d r.eynolus frar-i HCA of thoir Nnowlcdy^. 

of thc efflcacy of pljyaont zinc ox.ldo, and tno faul tnat ;..i . 
npplicantc had not thcr.acO vea lneentod the r.ubject r.r.tter : ,/ht 

to be pat^r.tod, all aa ir.oro fully JiereJnb?fora avcrred. *' 

* \ 

1^1. On lnfori.ialion and bolief Dofondants aver 
tnat clair,ir. 1 and ld of aa id Patent No. 3il21,00u in suit aro 
unenforccable oecauoe of Plaintiffs unclean handn by rcason of 
wron"ful and fraudulent procurewcnt of sald clalms, as .*nore fully 
avcrred in prccodin^ iara^rapha Noc. 12 and 13» and by rcaccn of 
nisucc of sald clair.s after ęrar.t of thc patent includlnj 
PlalntJff c attenpts to cnforce their allc^ed pigment zinc onido 
coverap,c by the inctitutlon of infrincement litlcation a^ainr.t, 
and llccnsing and/or attempting to licence Defcndantc andothers 
of Plaintiffs co.r.petitors. 
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1^. Defendants furthcr aver that United Stat.cc 
Patent No. 3,121,006 and cach claim thcreof, arc invalid in that: 

(a) The allc^ed invcntion thcreof was known or 
used by otners in this country, or patcntod or ćescribca in a 
printed publication in this or a forcie country, beiorc thc 

I 

invcntion thcreof by the applicants for sald patent. 

(b) The alleced invention thcreof was patcntod 
or describea in a printed publication in this or a forei^n 
country or was in public use or on sale in this country, moro 
than one year prior to thc dato of the appliestior. for patent 

in the United States. 

(c) The applicants for sald patent, or their 
lcf.al representatives or successoro in interest, had abar.dor.oc; 


the invention. 


(d) The applicants for sald patent, or the i: 


1 e^al representatives or assl^ns, abar.donoa the subject -matter 
of the clair-.s of rr.*d t : t *r V by c"ry in r.y. elr.fr. v 

unti 1 ■; ar.y ycarii af toi* rintecl pwbli catlcu. of processes *uj,y 


fa 11 i n•• w i 1 1 r. t r:* :■ c r; of th 


■ • ł 1 ! r 1 


.<*, c?; ■ f 


(e) The applicants for said patent, or lhoir 

3ei*.al reproscntnt:ivos 01 * assij.ns, flrst patcntod c>r causcd to ho 
patenled the in\•*-ntion thcreof on an nppDication filed in a 
country f orelp.n to thc United States morę than t\;e!vo r.or.ths 
prior to the filinj of the application therofor in this cr-ntry. 

(f) The alDe^cd invcntion was coscribed in a 
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Ruie 4 2 (b) Moti on 


patent £rantcd on an application for patent by ar. ot hor fiicd 
in the United Sta too before the lnvcntion thereof by tho appli- 
cants for patent. 

(c) The applicants for sald patent oici not 
thenaelves invcnt the subject rr.attcr sou^ht to be patentec. 

(h) Before the allc^ed invcntion thereof by 
the applicants for sald patent the invention was nade in this 
country by another who haa not abar.doncd, suppressco or 


concealea it. 

(i) The aifferences between the subject rr.atte: 
sou^ht to be patented in the patent and the prior art are such 
that the subject natter as a wholc would have oecn obvious at 
the tirr.e the allc^ed invention was nade to a person havir ,3 

ord j. nary skill in tho art to which.sald subject natter oertair.s, 

(j) The specification of sald patent does not 


contain a written description of the invcnt!or., and of the 
nanner and procoss of nakinj and u o i n ^ lt, in such fuli, elear, 
concire and enr.ct terno as to enable any person skillcu in the 
ar o to wnlch ^t pertains, or with wnlch lt is nost ncarlv cm- 

j.-ct- to and u:, o t;v r ar. i not r-'t forth th 

bos;..o.)e contor.platcd oy tho anplicants for 1..* c.it t 


. (k) The clainir. of the patent do not parllcularly 

point out and distinctly clain the subject'rr.attcr of the allcy/rd 
invcntion. 


(l) The elaime of sald patent are bascd on ncw 
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Hu 7e 42(b) Moti on 


o.atter ii.‘.rodu ccc; into the applicai;Ion by arc.er.d:.ent anci by 
refilins, in vio}aiion of Titlc 3: j , United States Codo. 

(m) The cpccification and clairr.s of sald patent 
Ko. 3, l?!, 006 fail to corr.ply v;ith the reąuiremcnts of tho Patent 
I-aws of the United States. 


• 16. On inforr.atlon and belief, Defendantc furthor 
aver that said Patent Ko. 3 j! 21.»006 is uner.f orceablc a~ainst 


Defcndants 


(a) Becauce of laches and estoppel ar.d ir.ter- 


venin£ ri^hto proćicatcd upon Plaintiffs procecution of its 
applicatlone therefor. 

(b) Eecause Plair.tiff is couitably estoppoci 
fro:n enforciny its ri^hts of action, if any, such cstoppel beir .5 
predicatcd upon its lack of dni^oncc in, anci/or abstainir.^ fro.r., 
assertiny or atto;nptin£ to enforce any alle^ed richts unclcr said 
patent for r.iore than nir.e r.onths follov;inc Defcndant' s positive 
cienia! to Plaintiff of liability thereuncier in nici-June of ię65,~ 
de spite Plaintiffs ayrcea.ent prorr.ptly to procent its reouttal, 
if any, in reasor.able reliance upon which Defcr.dants substsntia.Uy 
chanie ci position by e>:pen:,ivo researcli and yrontly inereased 
ir.vcr.tK*.ontc in their elcctrostatic photocopyin- business thereto- 


«> • i 

i. ,1 


• 1 . - • • w ... • * • 


17. On info.-y.ntion and beUef, Defordunt:. aver t.. .t 
the a 11 c< 3 n7' * i. v.i 1 *n c on w.. ine ci In sa 1 u i’«. Len t .< *.•. ."<#'*• ., c v o . 
cievc!oyfl in connectlon v/ith a Covernnont eontraci utl.UrJny. 
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r.ioncy paid by thc tay.payerc of thc United States, v;hcrcforc 
Plaintiff ic not cntitlcd to ownerchip of thc aforesaid Lottero 


Patent 


lO. Defcndaats further avcr that they do not nov: 


and havc not ir.fringod r.ny valid claim 01 said Pateno no, 

3,121,006. 


Patent No. 2,538,099 

19. Further answering, Defendanto aver that cnie 
Patent Ko. 2,583,699, ano each claim thereof, are invalłd in 


that: 


(a) The alleged invention thereof was Jenowa o: 


uced by othcrc in this country, or patented or described in a 
printed publication in thic or a foreign country, bcforc thc 
lnvention thereof by the applicant for said patent. 

(b) The allegcd invention thereof was pa tor. te o 
or dc ser i be a in a printed publication in this or a ioroign 

or was in puollc usc or on sale in this country, morę tr.an one 
year prior to the datę of the application for patent in thc United 
States. 

(c) The applicant for r.aid patent, or his 
legał reprecentativec or aesigne, had abar.doned thc invent.ion. 

(d) The applicant for said patent, or his 
lega] reprecentativec or asslgnn, abandoned the cubject matlor 

o:' th.c claJr*.:-. of said patent by dolny i:, a:u^riłcl:.' .. t:. -. . ; o 
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Rutę 4 2 (b) Mo tron 


ur.til many years after printeci publicaticn o:' subjoct r.::.ttor 


. i i ,, r. ^ . •. * ' 

V. »• .. t < * l. J .. . I l %ł Ma W •! -•» Wł. # W* • ' * * ‘ * V . » • • • • • 

(c) The cilffer■ juiCS betwoon the subjoct :• V. 
soup.ht to bo patonted in the patent nr.ci the prior ant aro :.'u 
that the subject r.iattcr na n wholc would havo Leon obvioss at 
the ti.m.c the alle^cu 3nvontion i.n: mado to a person huvln^ or 
sieli 1 in the nrt to which na i u subject matter pcrtair.s. 

(f) The subject r.iattcr cou^/it to be patenie 
in the* patent Ir. ir.operativc and/or without the utility recp.l 
by the patent lawa. 

(c) The speclficatioa of sald patent cicer. r. 

contain a written description of the lnvcntion cou"ht to be 

patented tnerein and of the r.nnr.er and proce as of nakin^ and 

it, in such fuli, elear, concire and exac t terns as to cr.able 

any person r.k.illcd in the art to which it pertains, or with v. 

• * . 

it i a most nearly conr.ec te d to make and u cc the sarr.e; and coc 
not set forth the beat modę contenplatcd by sald anpllcant of 
carrying out the lnvention. 

•(h) The clains of the patent db not particu 
point out and dictinctly claim the subject matter of the nile 
invcntion. • 

(i) The clair.a of raid patent aro basen on 
matter introduced into the application by nmenć.Y.ent and/or by 
refilinc, in vlolation of Titlc 3 c j, United States Coce. 

(j) The spccification and clai.r.s of said ?a 






- 


c . 812 

Ezhibits to Memorandum in Support of Plaintiff'8 

Ruie 4 2 (b) Moti on 

No. 2,523,699 2ail to cor.ply v;ith thc rcquire.~cr.ts of the o: 
Laws of thc United States. 

20. On inforr.ntion and belicf, Dcfoneants avcr 
that r.aid Patent No. 2,523,699 in unenforceablc ap.nir.st Tcri; 

(t.) :._■ ci.».i.O. l.»cn • ... c • • 

r. ! O ' * O '* i p ^ » . * * r* ^ »• V r. ^ r** "'***•4 •. » », * / r» *» ' *■ 

tiul., wlu V * j A i Ju^ii i U* U.L J nWV .. I<; i'. U* i . * I * 




i ^ - ł * % » w v t ... V A 


■» , 


sald patent a^alnst Defenćantu until its brin^lnj of this action, 
notwithstnndins that Plaintirf hnd fro.n thc Ir lnccption co.-ij.p-te 
knowiedp.c o:' J>o fendants' aclivltiec no;; accuscd as thc infrin k ; / '..c. r its 
heroin, in rcasonablc rcliance upon’which lack and abstinor.ee, 
Dofendants substantlally chanie ci positlon by rr.a!:in£ ,lar Ł ;c o:;:., ii- 
tarce in rcscarch and ęreatly inereased invest~icntr. in their said 
photocopylr .3 r.achine business, and 

(b) Bccausc of Plaintiff s unc.lcan hancls pre- 
dicetod upon Plaintiffs fruudulcnt procure.r.cnt and misuse of 

Patent No. 3,121,006 in suit as hercinbCA^ore averred 3n Para^raphs 

¥ 

Nos. 9 throuęh l^i inclusive, and upon the intlm&tc relationship ar.d 

cssential interdopcndcncy betwecn the subjccts rnatter of sald tv.o 

patents in suit, accordin^ to which tne ri£hts under Patent No. 

• / 

2,582,699 which Plaintiff is a ttcrr.pt i n£ to er.force a^alnst 

Defcndar.ts heroin, are alle^edly infrinęed by Defenclants 1 means for 

clcctrostatically char^in^ the xcro£r?.phically sensitive rr.ornber, 

y.tiich char~ir.£ is accuscd heroin as constitutlns the elcctrostatic 

• * <r ' * 

char£in£ step in the proccss of 3>121,00ó patent clai;.is 1 and 'i.‘i ‘ 

* • 

allcgedly inf 2 ’lr.£cd by Defcndants. 







« 
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21. Dcfenćants furthcr aver that thcy do rot now 
and havc not infrin^cd any valid claim of naia Patent No. 


2,5&o,639. 


FIR.ST CCM;;?y?.CTAT" KOR PnC!.-\i\A?0;iY 


22. Jurindiction for this Countorclr.i for Hec2ara 
tc>... v a .. jj.i.c n ^ ..a wO a ^ .i *. a ^.. w c « * .* a« a i . . i * ... .... 

on the* Patent J.w.t. of the United Sta te a and Ti tle 23, fnit-d . ... 


j 1.1 U M I. I 


23. In itr. Co.vpla.Vnt heroin Flairtiff han all 


o ••u; 


itn ownernhip of United State a Patent hot. 2, 5o3,699 and 3,122, Ody 
and nas brou^ht th.i n nctlon for infrl n-e.-rrnt of aa id patenta by 
Defcr.dnnta. 

2^1. Pefcndanta repeat o; ch and cvcry a v*.*i*. i 
contalnod in i ł araj;raphs 5 throu~h 21 inclualvo of the fore^oinj 
Annwer, v/ith the nr.rac fcrcc and effcct ac thou^h cacJj v.crc 
recited heroin in fuli. 

25. Defendants avcr that r.either of sald patent:, 
han beon or is bcln~ infrin^ed directly or contrinutorily by either 
of tłiem and upon Information and belief Dcfcndants aver that cach 
of naid patents in invalid and unenforceablc a^ainst Defcndaats. 


2ó. A case of actual controvcrsy cxists octvecn 
Plaintiff and Defendants as to the validity, infrlncc.T.cnt and 


enforceabllity of each of sald patents. 


ONLY COPY AYAILABLE 
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seco : :p c ou >:??}•: ct/.t:-; for akt itru s? v: o ijwio:: 

27 . Jurisdiction for tnie Counterclai.T. is basecl on 
the antitrust laws of tho United States, and is.brouy.ht pursi.an./ 
to Sections and 36 of the Clayton Act (Titie 33/ Unitcu S*«.wes 
Codę, Sections 35 and 2ó) for recovcry of dama^es and inj«u:łctive 
relief for violatio:,s of Soction 2 of tho Shcrnan Act (Titlc 33)/ 
United States Codo, Soction 21. 

28 . Vom:o is lald in th.1 s District purruant to 
Section 3393(c) 01 Tiule *-o, United S^u^os Co».e, ui<o fc .evw-c>.. 3.. o? 
the Clayton Act (Tiule 3‘j, United States Codę, N'Ctior. 2.:). 

Naturo of Tracę Jnvo3vod 


29. Plaintiff Xcrox Corporation (herclr.after '/.ero::) 
Js, and for a 3 on- tir.-.e hac boen, cnysjcd in the business of 
r;akin^, ur.ir.^, sellir .3 and leasing copyin- apparatus and parti- 
cu 3 ar 3 y clectrostatic photocopy apparatus, various parto thereaf, 
includins replace.r.ent parts, and supplics therefor. Xero>: haa 
manufacturinc plantr. In Rochester and Webster, New York, fron 
wh3 ch it shipc its products in thls District and in Interstate 
co.T.e.orce throu^hout the United States. Xerox operates procoss-n^ 
laboratorics in Chicago, New York City, Boston and Philaćclphia 
‘and maintains branch ca 3 es offices in the principal cities of the 
United States. Durin- 3966 revcnue to Xcrox from renta! s, serviee 
and roya 3 tics exceeded $373,000,000 and revenue from net sa3es 


_ 
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cxccedeć $156,000,000 for a total of over $508,000,000. Tne 
total 1966 revenue was a 35 por cent lncrease over the corr.parasle 
figurę for 19óp. Xerox is the major producer, sellcr and le sssr 
of eicctrostatic photocopyin^ apparatuc and supplics in the 
United Stater.. 


30. Dennison tfanufacturin& Company (hereinafter 
Dennison) durins 3957 became licensed on a roy.alty psyinp cssis 
by DC A ur.dor lts United States eicctrostatic photocopyir.- patent:, 
which ultimatoly includod and ctill includes United States Patent 
Do. 3,052,639, £rnnteć Soptor.ser l '<, 19->2, on an anplicatirr. filcu 
in 1953 aa a continuation-in-part of an applicatior. flloć 
Sep tern ber 29, 1953. 

31. Thcrearter, sińce January of 196 * 1 , Dennison 
has becn r.anufac turi r. 3 , uslnc •'lid distribubin^ and Defendunt 
Dennison Copier Corporation (horeinafter Copier) haa bcen 
diabributinj eicctrostatic photocopy apparatuo and photocopy 
paper Lherofor, which is coatcd with non-phosphor pipnent predc 
zinc oxide in an insulatins organie rosin binder, which 
activitics the Defendnnts lntond to continue. The principal 
plant of Dennison ancl Copier is in Kra rai n^ham, Massachusetts, 
fro.n which they ship their products in Interstate corr.mcrce 
within this District and throuęhout the United States and 
Dennison rr.aintains branch cales offices in principal cities of 

the United States. * . . 

• : 

3?. On Fcbruary 11, 196*1 Xcrox was pranteri patent 
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Ko. 3,121,006 refcrred to in ParaGraph 7 of the Answer, ccntain- 
inc clairns directef solely to processcs of clectrostatic photo- 
copyin 3 involvin£ thc use in a bincer of rnaterlals de^incd xn 
part as: 

. . fincly-divided particlcs of an 
inorganic photoconductive insulatir.g 
metallic-ions containins crystailir.e 
compound. . . " 

which rnaterlals aro asserted by Xcrox, as horoinbefore set forth 
in the Answer, to inclucic non-phosphor pi^.T.ent £rado zir.c o>:lće. 
Sald patent contains no clain ćirectcd specifically to non-phosyj 
plcr.ont 3 rr.de r.lnc oxidc. ~ 


33. The Xeroz clectrostatic photocopy 


4 • C* + 'f C ' 


,.4 „ . . t I I 


0 * ' V . . 


r f* * r *t « %v . • * -• - ‘ 4 


which a la tent i,v.:.;*.e and frer.i that a pova. .r lr. a 30 i 


• \ % • T\ * €• «* i f* 

k’* t k 1 U « o 


* k O * *4 . ■ *' • C • « 


♦ • . .. r> • 


es r-a.rfnc '• (■•' a seler/. 1 . o:;.' 


transforred fro:.i thc rfru:n to ordir.ary pap-*-r and then fuscń to U. 

pa per, cc ne rally by hent, which procosn han boen provlou: ly 

ocscrlhcci in ParaGraph 5 of the Answer where.tn lt Ir; refcrred to 

as thc flrst catcf.ory. On tijc other hand, thc Dennison cicctrc 

sta tle photocopy process differs cubstantlal ly in that, wlthost 

thc usc of o.pensive and repostcdly uscd cclcniur.. Denni:on 

utilisca "cincio : usc" copy peper doscribeo in precedir.c 

P.aracraph Ko. 33# on which papci’ a la tent ira 30 i s fora:.. 

directly and a visiblc ircagc is devclopod and fixcd thcrcon 

without transfer. This proccss cannot usc ordir.ary papęr and 

. $ • 

. t r *' •" * 

has previously boen dcscribed in Paraeraph 5 of thc Answer-’- 
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uhcrein lt ls referred to as the second ca tenory. In both 

catccoricsj apparatus is reąuired for eloctrostatic.ally char^in; 
the surface whlch is to reccive the latent iir.nse, sr.d Patent 
No. 2,588,699 herein in suit is alle^cdly directcd to one 
such apparatus. 


Conduct of Plalrtiff 


3 ł ł. On Information and belief, Xero.x nas arna s sod 
and now ov;ns hundreds of uner.pired United States patentr and 
numerous United States patent applicatlons relatir.G to elcctro- 
static photocopy apparatus and elcctrostatic photocopyir.j; 
processes. ' • 

35 . As a result in part of its accur.ulr.tion of 
patents described in ParaGraph 3^, Xero>: is the only cor.pany in 
the United States .T.akinj, selliny, and leasing ciectroetatic 
photocopy apparatus utll lr.iny, the jndirect me t i; od of hic 
reprociuction In v:hich a pov;der ina~e is f orno ci on a crur. ar.d 
lr. th rt n trar.sf*-rred fro.r. the dru.r, to cruir.nry pa: er ar i. • < n , h a 
in preccd.1 n/ t P. rar.raph Ko. 33. Plaintiff hr»r. rofutei; . 

re, 1.1 **n u o 1 ,> cu * i. •.*(* o t.«»e m u rui r iv»> ur 11 1 * u .w .c.. ^ ^ ■ n w ... n. , 
in thi s iitdirect transfer field. 


36. On Information and belief, in cach flscal 

ycar fron 1960 throu^h 1967 , Xoro>: hns substantially lr.croaaod its 
total inco fro.r. rai er. and rent ais of clectror.tatlc photocopy 

apparatus, all of whlch apparatus employe the lr.diroct nethei. 
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37. On Information and belicf, thc only eleclra- 
static photocopy apparatus in cxtcnr.ivc usc in thc United States 
other than the apparatus enployinc thc Xcro>: indircct transfer 
method, is of the direct prlntin" type y.hich enploys paper 
coated with pigment tracie zinc o>:ide in a binder on v/hich the 
per.r.ancnt i ma te io formę d directly as described. 


38. On imformation and belicf, incomc in 1966 and 
1967 to datę from sales and rentals by Xerox of elcctrostatic 
photocopy apparatus and supplics involvint its. indirect transfer 
method conctitute appro;<imatcly two-thirds of thc incor.c frc.n ad 
sales and rentals in tho United States of all electrostatic 
photocopy apparatus and supplics, inclućinit those wnich cm o* 0 ' r 
the dlrcct printing method. 

39. Amonc Xorox' said accumulation of United .States 
patents are patents Nos. 2,583,699 and 3,122‘,00ó crantea to 
Xcro>. or j.ts predęcossors on Narcn 21, 2952 and Februsry Dl, 

296 *;, respoctively, 

^ 10 . In its Ccmplaint heroin Xoro>: hr.s a 3 Ief/rd its 

ownershlp of United States Patents Nos. 2,583,699 and 3,2P‘,:oó 

and. nas brouyht tri s actioa for irfri;. . t cf rai-; r.v. •• 

by Dofcndants. • •'* 

% 

'U. Xcrox ł..-.o brouunt Civll Actlo.-.e acainst Łwo 
0U '" r u»«-» of plcucnt c radc sine wado for- U.trUw 

mn \ 0f Sild patcnL 3,121,006 otyłej Clvu Aetlon »o. GH-C-W 
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v ,SCi'i Corporation aiw Civil Action I»o. v 

y.ultlf.raph Corporation, ooth ln the United States Dj.strj.ct 
Court for tho Northern Distrlct c>f Illinois, En stern Division. 
p.oth of sald actions were scttlcd oy Xerox on ter.r.s unccr wnich 
tho defendants in sald actions nave continucd the accuseć elcctro 
static photocopy activitles crr.ployins paper coated with pi£.~ont 
Grac * e zinc oxide in a binder, but Defendants heroin are without 
knowled^e of the ter.r.s of sald scttlements. 


VI o]ation 

l\2. Bep.innins in or about 19^6, the exact datę oei 

» 

to the Defendants unknown, and continuing thercąfcer up to and 
includin^ tho flling of lts corr.plaint herein, Xerox nas ntaenpte 
to monopolize and has nonopolizcd tracie and co-^ercc in 

(a) Copy paper coated with pigment crudc 
zinc oxide for use ln clectrostatic photocopy apparatus 

(b) Electrostatic apparatus err.ployin- 
the copy paper describcd ln (a), and 

(c) Electrostatic photocopy apparatus, 

% 

all in violation of Scction 2 of the Sher.r.an Act (19 United Sta; 
Codę, Scction 2). Xcrox is continuing and will continua its 
unlawful cor.duct ur.leso the relief prnyed for herein is pmated. 

J»3. Durlnp, the period of tir-.o roferro! to ir. 
iNiraf.rnph 'i2 and for the purpose of of foctuatinj. and r.air.tair.ir.p, 
the aforor.zJd unlawful conciuct, Xerox, arion.-, othor thir.ps, h: : : 








E 820 

Exhibite to Memorandum in Support of Plażntiffe 

Ru!e 4 2 (b) Moti on 

(a) Knowln&ly and willfulJy attomptod tc> 
cstabllsh a nonopo2y in unpatentcd copy paper w'nich la 
coatcd wlth pigment £rade ainc oxidc, usod in eloctro- 
static photocopy apparatus In prncticln£ the procesu 
purportedly covered by Patent No. 3,121,000, whlch patent 
Xcrox allcjcs it owns and whlch la dcscribod ir. Paru- 
Graphs 32 and 39 of this countcrclain, and a tterr.pt od 
to reąuire flefendsnts and other rcanufacturcrs and sellor:; 
of sald paper to acccpt llcences unćer sald patent cn 
terms dlctated by Xorox. 


(b) Procured Patent No. 3,121,006 as a 

result of fraud and bad faith as set forth ln Parar.raohc 

• », * **• * • * 

9 through 13 iriclurwe, of the Answer (whlch paraęraphs 
are heroin incorporated by reference) ln that throu-h Its 
acents it prosecuted and a.r.ended sald patent appllcaticns 
knowins that the appllcants therefor did not themselves 
invent, for use ln an electrostatic photocopy process, 
copy paper usir.£ a coatin^of pi^rr.ent p.rade sine oxlde 
and knowins that the utllity and/or operativei.css of 
sald paper was first disclosed to Plaintiff by personnel 
of PC A, before either the appllcants for Patent No. 
3,121,00o or the Plaintiff wcrc co^niaant of or nad dis¬ 
closed or wero disclosins or claircin-s the uscfulr.ess of 
such paper or its operat!veness in electrostatic rhotocooy 
1^2 lo i«ny appl^cation for patent or o thorwi and 
despitc sald knowled^e, knowinjly, willfully and fraudalen 






w 
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failod to ciiscloao ca 1 d facto to thc United States Patent 
Office or thc Court of Cu.nuc.ns and Patent /.ppealc. 

(c) Fraudulcntly and In bad fo.l.th enforced 
or attc.r.pted to cnforcc Patent I,'o. 3> 1?^ > 006 Jenowi n" thc 
carne to be invnlid, in order to do.T.inute and rionopoii;:e 
the u o o of pigment cxv.de ninc o:<ide coatcc! papci- and oy 
rai (i cionination to ncąuire throaphout the United States a 
co.uplctc ci o.” i nr. ti on ovcr tracę and co.Tjr.erco in electi-oatatic 
photocopy apparatus usir .3 ruch paper in additior. to clc-ctro- 
static photocopy apparatus crr.ployinc its ir.direct tranafer 


methoć. 


(d) Knowin~ly and uiilfully accui.ulatoć 


patents relatir.s to elcctrootatlc photocopy apparatus and 
processes of ir.portar.ee related thereto in order to tuppress 
compctition and restralr. the use of any apparatus ccr.i “.nać 
to co:apete with Plalntiff's copyir.c apparatus. 

(e) Refused to liccnse othero under its United 

% 

States clectrostatic photocopyinc patent rijphts in the ir.diroc 
transfer field. 

(f) Knowir.ply and v;lllfully ensa^ed in patent 
lnfrinperiont suits to harass and coerce and ciscoura~e 
potcntial and actual co.-npctitors from seliinp; and ucir.r 
electrostatic photocopyir .3 paper and apparatus. 

(p.) _ Kno-winp.ly, wlllfully ar.d syste.natically 
threatened and discournpeć actual and potcntial co.t.- 
petitorr.. 
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(h) Knowir.cly and 
to co.r.potc of i;uch liccnsccs as 
acccpt royalty-bearin- licensec 


wlllfully irr.pcdcd tho aoi 
havo be en rccuireu to 
fi'om Xcro>: unaer Patent 


Mo. 3,1^1,006 for tho u ro r.nl roiło of copy papci* contod 
v.xt.i j'it acc -iTiC 0 /.ic:o , ai.cj attcuiptcu to so Ir.j c>.i' 
Dofondr.ntr, in that ruch royaltien aro a duo ci to tac cos;, 
of sald }iconnocn in d.1 strlinitiny. sald papor for ....io 
apparatus. 


Vl. )3y rcaaon of 
dcccribcd ln Parap.raphs h2 and 
lnjurcd in thclr business and 

continuin^, and hsvc sustained 

« 

(a) Exponditu 
(nonoy to invcsti£nte the 


tho unlnwful conduct of Xcrox 
hZ, Defendants wero dlrccti 

property, which injury is 
substantlal clar.ia~e incluainj 
ro of substantlal amounts of 
cccpe and validi ty of Plaintiff 


pa tents; 

(b) The loss of numerous customerc and 
sales, actual and potcntial. 

Ir. atidition, Dofendants will be forceó to cxpend larp.e su.t.s of 
money and divert the tirr.e of thclr officers and cmployecs to 
defend a^ainst patent infrinsement cluims of Xerox. 

Y/HEK2P0RE DEFENDANTS PRAY: ' 

' (a) That the Complaint heroin be dismissed with 


preJudice 


(b) That the Court dcclare that Patent No. 2 , po3, 



E 823 

Exhibit8 to Memorandum in Support of Plaintiffe 

Ruie 4 2 (b) Moti on 


is invalid, unenforceable a^ainst Defcndants, and has r.ot bccn 
infrin^cd by Defcndants. 

(c) That the Court doclare that Patent No. 

is invalia, unenf orceablo a^alnst Defcndants, and ha o not becn 
infringed by the Defcndants. 

(d) That an injunction bo issucd pcr.~aner.tly en- 
Joininc Plalntiff and all ln privity with it fro~. suin~ or 
thrcateninc to suo or rcaklns any charge ajainst Defcndants, t hel: 
supplicrs, offlcors, a^cnts, sereants or crnployeos, or arr.lr.st 
thoir custo.r.err. r.-.odiato or irr.mcriiatc, on account of allcjoć ln- 

O,, » . 4 . O . 4 • . «•# .• •' *-♦ , I f 

A « 4 t , l 4 U t ' * L-.4 U • i ’ m L • i W* .. U » * • W 

(c) That the ar.-, o ant c>f ćn.Y.r.p.cs saffcred by 
IV; fen ...nibe n: :• rt..ln‘si a na tro {•?.*• ńn: :v; a to !' •:*. n . 

as rc out red by law. 


ONLY copy ayailable 
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thc lr.O£C lc for.r.cd Olrectly upora thc turfoce cf j\->pcr 
coatcJ trlth :.lnc or.łdc lu r.n lnsulatln’ organie rcsln 
binder r.tiU th.it cjcfcndsrilo' Łecurcd r.ctmtlcs Includc that 
type c-f clccl :oSt:;llc photocopylnc. Plolntlff alr-o ndrlta 
th.n pr.tcnta rolatlr.- to that erb od lrr.it of clcctror-tatlc 
photocopylr.s havc boon lorucd to Radio Corporatlon of 
Air.crlca, but la wllhout knowledcc or inforr.atlon. Łufflclcnt 
to fonu a bcllcf as to thc allcccd llcense frcRadio 
Corporation of Arcrlca to thc defcnJants, and donica cach 
and all of thc othcr allcG*tlono of Par&craph 5. 

3. Rcplylnc to ParaGraph of thc Ansv:cr, 
inaofar as lt lncorporatcs Paracraphs 6 and 7 thcrcof, ; 
plaintlff adnlts thc avcr-.ncnts of Paraciaphs 6 and 7, but 
notes that thc ąuotcd tern "r.ctalll c-lons,' as uscd thercln, 
ahould propcrly bc "rctalllc-lon." 

4. Kcplylns to Faracraph 2*ł of thc Answer, 
insofar as lt lncorporatcs ParaGraph 0 thcrcof, plaintlff 
adnlts that thc "plprcnt erade" speclcs of zlnc oxldc was 
not spcclflcally dlscloscd ln thc 191-9 and 1952 appllca- 
tlons and that ccrtaln of thc clalr.s orl£lnally pi-cscntcd 
ln thc 1952 cppllcatlon wcrc rcstrlctcd by thc rc^ulrerrent 
for cor.pour.ds ln thc "class conslstlnG of thc sulphldcs ar.d 
aclcnldcs of cadniun and tlnc," but denies cach and all of 
thc rcnalnlnc allccatlons of ParaGraph 0. 

•5- Rcplylnc to ParaGraph 2<i of thc Answer, 

Insofar as lt lncorporatcs ParaGraph 9 thcrcof, plaintlff 
clnlts that pcrscr.ncl cf Radio Corporation of Arcilca 
doronstrauJ to cxccutlvc offlccra of tle plaintlff ln 
Ivci. tir, 1552, ar.d ln thc nrrer cf 19 .- 3 # an clcctioatatlc 
pholocc; j lr.p proccas uli Halne what waa stated by thc Radio 


-2 
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Coipo: al.'r.» cf A..;r.'cft rsrtonnel to Id j cor.lcd %.-lt*i ’* 
ilnc o?Ul? In x. binder, tut t*cr. 1 crcli c.d xilł of thc 
rcrr.nlnln- »ivc i.-rnt s of r.*.raciv.ph 9. 

6 . Flcplylr.r to Parajrapih 2'l of the Answcr, 

Insofar łs lt 3ncoiyo:.ilon rxuvyiv.ph 10 ther-of, plalntlff 

• * 9 

adnlts tliat r.n rranJ:::?nt nad r.r^u:cnt v;as fllcd ln thc 
Tatcnt Office ln the 199 2 applicatlcn on Kovcrbcr 6, 1993, 
wlilch rrr.fndr.ant piecontcd further clalns ln thc eppllca- 
tlon, lnclMdlr .3 claln 17 which va» cenorlc t0 ąil typcs 
of elne oxlde, and that another ;.;.-cr.drent and cr£,ujr.ent was 
fllcd ln tliat appllcntion on Karch 1';, 1999 , aa a rcoult 
of whlch all of thc clalrr.s ln thc appllcr.tlon, cr.ccpt clalir.s 
16 throu^h 20, ».erc llrltcd to phosphor nterlals, but 
dcnlcs cach and all of the rcnainlns evcrr.ients of Paipcraph 
10 , 

7, Replylnc to ParaGraph 2 ; l of thc Answcr, 
lnsofer as lt lncorporatcs Paragr.iph 11 thcrccf, plalntlff 
edrults that clalra 1 of thc 1997 appllcatlon, as drafted, 
presented and prosccuted to crant as patent claln 1, was 
dlrectcd to a proccss utillalr.c any of a class of ratcrlalo 
vhlch lncludcs plgrcnt £radc alnc or.ldc; that thcrc were 
chanęcs ln ar.d addltlcns to thc spcclfleation of the 
prcdcccssor 199? appllcatlcn, Includlnc the cddltlch of 
Exarplc 70 to thc spcclfleation as one speeles lncludcd 
wlthln thc scope cf thc clulr.cd lnvcntlon; that eppllcatlon 
claln 39 was added by cr.cndrent and ln ruch thc sarc wordlnr 
was carrlcd throu^h to lts £ra.nt es patent claln 14; that 

«n appcal was taken to thc Ccurt of Custc-s and Tatent 
Appeals Tren thc afflr.-anec ty thc Patent Office Ecard of 
A; pcals cf thc 1 x*.-!r.cr's łv.*cct! er. cf rppllcatlcn clal.-s 1 


3 - 
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/ 


ciul 35; Usc.t tha Cmii- l <f Cwhtcr.a cne’. Ajptr.ls ro- 

wrscd ths ćcclrlca of the 1’atrnt Office Ik-f.jcl of Appaala; 
r.ud that elr.in 17 of ths rjpllcr.llon ws canrollcd ty en 
maondrent fllcd Jona 26, 1997; lut plalntlff dcnlca cach 
end all of the otticr mcr..;nts of rare^r.nih 11. 

8. r.cplylnrj to Par.-rrcph 2-'ł of the Ansucr, 
insofar as H Incorporntcc Fare-.raphs 12 th:oii£h 16 and 13 
throuęh 21, lr.cluslvc, thercof, plalntlff donica cach nr.d 
all of the avcr.rents of Parocraphn 12 throu^h 16 and 18 
throu^h 21. 


9. Kcplylnu to ParaGraph 2’« of the Antwer, 
Insofar as lt Incorporatca ParaGraph 17 thercof, plalntlff 
admlts that the United States Covcnvrcnt has bccn cranted 
n royalty-freo llccnse under patent Ko. 3,121,006 as a 
result of vork dor.c under a Covcnv.-.ent ccntract, but denles 
cach of the other avcirents of ParaGraph 17. 

10. Hcplylnc to ParaGraph 29 of the Answer, 
plalntlff donieś cach and all of the aveivents thrreof. 

Por rcply to the seccnd countcrclaln of the 
defendants set forth In Paracrcphs 27 throu^h UU, lncluslvc 
of the Answer fllcd hercln, plalntlff says: 

11. Kcplylnjj to ParaGraph 27 of the Answer, 
plalntlff donico so ruch of the allcfjatlons thercof as ray 
be dcc.T.cd to essert that there ls any basls ln law cr In 
fact for the sceond ccuntcrclaln set forth ln the Anawer, 
but a dr.it s the rcr.iinlnt accrrcnts thercof. 

12. Kcplylr.£ to Paraf.raph.s 23, 35 and to of the 


At.: 


, 1 » . . • r r 

r*. 


th r-cf 


13. Pcplyli.s to ParaGraph 23 of the Ar.s.or, 


plalntlff al-.lts that lt ls anJ has bccn cr.£a t *,cd ln, a-on£ 
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other thli.ya, selltn;; r.ni Itsrlnp. clcclrontallc 

photoccpy .-.ppat.Mus; tl.it It li.as r. r.anufr.cturlic pliht In 

Webster, l.c.f Yoił:, fron ».hlch It rhlps products willilii tMs 

dlr.trlcl i.ni In Interstate cc:.-cicc; that it cperates 

rop roi vi et len 5 crvicc eenters In Chicago, Kov: Yor»: City, 

Valtha:.i, Miss. and rhllaćclphla, and nalntali.s cales offlccs 

ln otlicr cltLcs of the United States; that lts rcvcnuc frer 

all operatlons durlnc 19 ó 6 Jncluded: fron rcntals, scrvlccs 
s 

end royiltlcs - ln cr.cccs of 371 Kllllon Dollr.rs; and, fro~ 
net sale? - ln cxccss of 1^6 Kllllon Dallars, for a total 
of ovcr r j ?3 Kllllon Dsllars; that the total 19óG iovcnue 
was cpprcxirratcly a 33 > lncreasc ovcr the cca.parabie figurę 
for 19 ^ 3 ; and that It la a najor proiuccr, scllcr and lćar.or 
of clcctrostatlc photocopylnc apparatus; but dcnles cach 
and all of the other alletatlcns of Faracraph 29. 

I 4 !. Keplylnc to Faracraph 30 of the Answcr 
fllcd heroin, plalntlff donica kno./lcd£e or lnforratlon 
sufflclcnt to fom a bcllcf as to the truth of the avcr- 
ircnts thcrcln. • . 

1 3 . . Kcplylnc to Tarasraph 31 of the Answcr 
fllcd heroin, plalntlff adnlts that defendants havc bcen 
dlstrlbutlng clcctrostatlc photocopy apparatus and photo- 
copy paper therofor whlch la coatei wlth rlnc oxidc ln an 
lnsulatliv& organie realn binder; ani that defendants havc 
a plant in Krar.lr.^han, Kasaachuietts; but dcnles k.-.ov.-lcdcc 
or Information sufflclcnt to fo:n a tollcf as to the truth 
of the other alle^atlons of Faracraph 31 . 

iC. Ftplylng to Paragraph 3? of the Answcr 
flltJ heroin, plalntlff al-lts t...al patent Mu. 3,lfl,r.ó 
va- lar.u.d to 11 cn Fcbruar/ 11 , 13 ó ; ‘, ccuflr.lrc clalrs 
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tllrcclcJ to a proccss of clcctrc.Mr.Uc photccopyli.s In- 
volvJr" thc use In r. bJi.dcr of ntcilalc dcflt.c.l Jn part 
«a 

*. . . fJr.cly-dip.artlclc-s of an 
Inoiy.anlc i Jiolc rc --’.:jct J vc Inswl il lup. 
r.clall lc-lon cont.aJnlns crystnlllnc 
co-po-.m-.l ..." 

*hlch r .atcrł.sls arc nascrtcd by plslntlff to includc 
pjjyc-nt f.iv.dc r.lnc or.ldc, r.nd th.it sald patent coM.iJns 
no clalti dlrcctcd spoci flc.ally to thc usc ln a binder of 
plprcnt cjv.de 7lne oxldc; but dcnlcs each and all of thc 
other nllcp,.atlons of Fara£iYph 32. 

17. Kcplylnc to Fara.fcr.aph 33 of thc Anacrcr 
fllcd heroin, plalutlff adr.lts that lt« clcctrostatlc 
photocopylr.c proccr.s łs an lndlroct proccss ln nhlch a . 
latcnt lisa^o, and fron th.at a powder lr-iapc, ls forr.ed 
upon thc clcc trost.atically char^cd surfacc of a photo- 
conductlvc r.atcrlal ruch as sclcnlu-i and thc powder Imce 
Js then transferred to another caiTlcr such as paper, after 
yhlch thc powder ltr.'.£C ls fured £cncrally *\ v thc- Application 
of. hcat. Tlalntlff fui-ther ad.-dt3 that thc defendants' 
clcctrostatlc photocopylne proccss, as practlccd con.-.cr- 
clally, utlllrcs "single usc" cepy paper on whlch paper a 
latcnt lrip.c ls fonred dlrcctly and a vlslblc lraęc ls 
dcvclopcd and flxcd thcrcon wlthcut transfer; that thc 
defendants' co.-.-crclal proccss dccs not usc ordlnary paper 
and that toth thc plaintiffs and defcr.dants' proccsscs 
rc<iulic app.ara.tus for ćlcctrostatlcally chargln^ thc surfacc 
whlch ls to rocclvc thc latcnt Irapc; and that patent Ko. 

? hc;^ jn suit ls dlrcctcd to such appatatus; tut 

dcnlfs r.aoh r.r.J .al) cf thc rcralnJng al lcp.atle.ns of Para- 
f.raph 33. 


C- 
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10. Replylnc to rcracrsph 3*1, p);.lnlirf r.drltb 
that It c-.:no srvcral hur.drcd uner.pirad United States 
patcnls ani patent r.ppl leu tlona relatlnc to rircti-or.tatlc 
photoscpylnc apparatus and proceosci.; but denlcs cach and 
all of the other cllccatlons thcrcof. _ • 

19. Replylnc to ParaGraph 35 of the Ansrer 
fllcd heroin, plaintiff cdnlts on Information and bcllcf 
that, at procent, it is the only corpany ln the United 
States rm.klnc, leaslnc and celllnc clectrostatlc photocopy 
apparatus (i.c., clectrostatlc apparatus for uso ln the 
offlcc copylnc Tlcld) utllJiln; the Ir.dlrect rethed ln 
whlch a pouder lr.ase ls foired upon the surfaee of a . 
photoconductlve r.atcrlal and ls then traneferred to another 
surfaee; but denlcs cach ar.d all of the other allccatlons 
thcrcof. 

20. Replylnc to Paracraph 37 of the Answor 
rilcd hcrcln, plaintiff denlcs *»3łowlcdce er lnror.-.ation 
sufflclcnt to form a bcllcf as to the truth of the allcca- 
tlons thcrcof. 

21. Replylnc to ParaGraph 39 of the Ansucr 
fllcd heroin, plaintiff denlcs knowlcdc c or lnfor.ation 
aufflclcnt to form a bcllcf as to the truth of the avcr- 
nents thcrcof. 

22. Replylnc to ram era ph 39 of the Anocr 
fllcd hcrcln, plaintiff aJmlts that patent Ko. 2,S?3,C99 
was Issued on Karch 11, 19 j 2 , to a rrcdccessor ln tltlc 
or plaintiff and that patent Ko. 3,121,006 was lssucd on 
Kb:v.sy 11, lv*‘t, ta ; 1 Intlff; l it i*-'nlrs ca:h fi all 
of the iv* slr.lnc avcrvo-.ts thcrcof. 
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F.eplyln;; lo rr.r.-.prnph I;) of the Ana.ror 
flled heroin, plr.lnt.lff tirlb hnvln~ broupht C5vll 
Actlonr, apa.lnut tv;o othcr ucera cf plpjcnt £ rr.de zlnc oxldc 
coalcJ paper for lr»frlncc.vcnt of patent Ko. 3*121*CC5 and 
etyled Clvll Actlon Ko. 6'4-C-?99 v. £C.*i Corporation and 
Clvll Actlon Ko. 6 f 4-C-?6o v. Addressocrrph-K.ul tlcraph 
Corporation, both In the United States Mstrict Court for 
tlić Korthern Pistolet of Illinois, Kastom rivlslon; Uiat 
both of those sults vcrc scttlcd by llccnse crranpcr.ents 
whlch rcąulrc pnyirent to plalntlff of n rcttsonable -royalty 
for the contlriuatlon by the dcTcndauts ln those actlons of 
clectrostatlc photocopy actlvltlcs cr.pl tylne. paper coatcd 
vlth plpr.ent pradc zlnc oxldc ln a binder; but plalntlff 
dcr.lcs cach ar.d al^^f the othcr allcpations of Paraprnph 

Ul. 

2 U. Rcplylnp to Tara era phs tp, <13 and bi\ of the 
Ansvcr flled heroin, plalntlff donieś cach and all of the 
Avcr.onts tlicrcof. 

First rvjfcr.se 

7 r j. Pefendants • sccond countercla Im falls to 
stale a claln apalnst the plalntlff upon whlch relief car 
be pmntcd. 

Sccond PeT er s_c . 

jCi, Ke 11*.•• r t f t* <* i^fcu ! ••,*.; ha ■ trrn lv.l.:ro.1 

ln Its łuslr.ciJ or property ty reasen of cny net cf the 
plal nl1 CC . 

-li- 
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TM i\3 D2_fcnr_o 

27. Defcndnnts cannot be hcn:\J to cor.plaln of 
plaintlff ty rcason of plaintlff hov![,£ cnforccd or souc, ł, t 
to cnforco plaintiffs patent rlphts afcalnst lnfrln^ors or 
contrlbutory lnfrlntcra. 

\ WHEKEFOHE, plałntirr dtnands’ 

1. That both thc First and sccond 
countcrclalns set forth ln dcfendants' 

Answer fllcd heroin be dlsmlsscd włth 
eosts and that plaintlff be ai.ajdcd 
reasonoblc attomeys' fecs for dcfcndlnt 
a^olust thc sare; and 

2. That thc plaintlff be trantcd sueh 
ether and furthcr relief as thc cęulty of 
thls casc nay re^ulrc and as thc Ccurt moy 
decci Just and prcpcr. 

BRUTSAUGII, F.3ES, CPJUTS k DO^OKUE 

Datcd: N*cw York, M.Y. 

Januaiy 2J. 1923^ /„ , • >. /' 

tor* Donohuc 

Attoir.cys Tor Plaintlff 
Office ar.d P. 0. Adlrcss 
90 f.road 5treet 
Kcw York, New York 1C00U 


r.j i. •; : 

i:'0 hrot 
Kc» 1 o: 1: 



ic:o-j 


Cf Ccunael 
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l.EA DERSril? 

PARTL>i>:xvii; 


C. Peter McColough 
of Xerox Corp. 


Avoiding the “big-company syndrome” 


In 1^42, ii Rochfsler, N Y , cnb 
dnver in\i*Med $1,0* KI in n inodest- 
•‘i/od homo town enterpriso c.tlh l 
The H.Joid Co 

Totki >, ihnt itweMinenf i . wortfi 
uoll mrr ?2 millnm. The company, 
vhich has incre.emd the nuniltor of iłs 
*lvtr«*s 1 h : 0«folcl throuph stoek splils 
*iuce 1?G1, i*. nov. knnwn n< XVrnx 
( orp. 

Ii*? rcv« iuh^. $f»d nitllion in lWil> - 
Ihr vcar nfter il Uran nmkettnr. one 
of IłtMors V moM 'łK ti»s‘.ful pmdnets. 
Ilu- Xcrox MM copn r totalerl SI !•«» 
hdlmn iit P*71. and ihntild rjs||v top 
$3 hi I hot) this \ i .ii 

T)u» Mory of Xero\ »ihe na me 
eonu s (roni a eonu #1 word. "m ro;:r.i- 
ph% fteniluinr. from \crt es, lim t neek 
woni for '(1r\“ .im! pruphrin, <in*vk 
for "to willi■" i U of etntrso ono of the 
'inul vinl uir: iii the iinnnl o* Alin ri- 
enn tuiMne* . 

1 talent* d tneii lnu* 

had leadint* roli *, iti that *tot\ |’nn»- 
iii'H .1 m tIn mrriMii t■!» »j ti r i . < fot 
( halit » IVft r Mi ( nimi. h .• n rtM* 
of t' irt.*c! i v Im «d nnt m I im t m it 
*•*•»! on to Irnintphs in mdn tr\ th.il 


atc lho MnfT of whirh drcanrs on* 
maile* 

Mr McColouch. n i radu itr of 
Hnlifax’s Palhnutic l'tmer<ity l.iw 
Schunl and of Harvard Husini ; 
Srhnol, u as a viiv pre-ident nt the 
contp tr.iltsely *null Ichirh Cual K 
Navir.it urn (*o in PlnladelpHa in 
)M.V1 u lu n im talked w itłi tl»r lali* .lo* 
M*pli (’ Wilson - Inn • Nitihk chief 
fx«Tulivi» ofT»ivr. and tfu* ruin v.ho 
mado thi* key d. m»on iii it- rlnrlop- 
mord of it* rc vohitiojiar\ t ipior Tht* 
infant art of xrrorraphy u as *'all 
promiM*,'* Mr Mrf ‘oloui.h mvn, lad 

In* s|f|u»(i on 

Hi* lir' t joh w.is ni in.icm;: a reprn- 
(IikIioii «vnt* r in <‘hn.r.:o and Uroi 
tlicri 1 ho vi nt on to .» m ni-'•mn of 
p *• In. c i< Ii hHiof r.mked m which 
III* Im ii 11 IM * lh«* romp invV nt.irl rtmr 
fonv and plavi*| *m tni|*ort *ni part iii 
dmrlopinr it** priri.i •>\^tt > ni willa 

oni riliirr of v* *n* ‘i it« r\f»lo m* 
, iuv tli vuuM im' I ni i*»t ii |t» - iltli• 
III* 11 c.iiiii* X» n*\ pri*'idi nt m 
1 * •< i* • 'Iwo mmi* I iii: Mi Uii mi 

:oih«loin od Im *••••’ ! furii lo loo. 

r.ni i- pl.innin . and Mr Mt f ol»*n *h 


łuTunii* chief ix#*rnli\c o'lm » And 
wlu u .lot* \\il**»n diiif ma * i i*i ' ile 
las| \iarat <»1, Poler Mr< o!on; *i 
tan i- imani rhamn *n a woli 

Olily aO, Mr M**t‘oltnfh v»»rl% 
M*rv hard, is stronf! f«»r * , d ^i :\in* 
li*. 1 Im-mi*wn»*n, hu! al o -.ul at I 
skr* and spends as inurli Inne I •• 
c..n w i*li Ins v. ife and thi-ir fi\•• i lal 
dn u. the old* * t IS. 

X«*rov has rooverł it- h'*«(l<)t atti i> 
to Staiofoid. tonn t*w idi-a w.t to 
niidi-rlilie thal lis xer*» r..pli\ * i i 
tioii. m Horliestcr vxere oelv j .oi « t 
lt> inli-rests, włnch im Ind* ioni|M|ii . 
and cdinatinnał piihli^hur' Su ni 
in:: i*> handv for Mr Mi ( nlou.h oi 
Mm;: l-l.ind Souiitl - hit hon-a 
minut* . fro6i his nf! i a. om iI**oI 
(inermirli Harl*or Solina i- .*1 o 
lnnd\ at a honw* h«* h.is nnr 1'dia 
I(« ai 'i. 1 I i . and **km»r t h itidv t i 
tlnrd hoiiM* iii Ni w A i»rk’s ( .»t kdl 
M**’:nt.»ins 

1 d »• thal Kocho^liT i iiihie . I o 

o ta .* in I lond i N lirul and m o 
oth* f Peter Miło***:.h I • ton 
oi t-fe vimI' , *v l*\ \» fo\ •*<t*k I!* 

utul In- ifttiiH di te fan •!> o * u h r- 


% *tion s n ^ ‘ i r i r •• 111 iu. .• 






i 


E 834 

Exhibit8 to Memorandum in Support of Flaintiffe 

Hu 7 e 42 (b) Moti on 


Lessons of Leadership: C. Psler McCciough / 


wortfi i.pw :rcls uf >lu niilluMi. uiul lu? 
łi i— u|>liiins lu Iiuv much mufł*. 

Hf hu Miinf iiitfrealiiu situs 
,'ihout riclit-., .nul uIkiiiI łhf w.iy u 
run u lut„'c uit|M»r.itioii. 'Ility'ii' cie¬ 
rń in (lic fullowin,' inlfrvicw with a 
N.vniis’s Ui tiisi.se cililor 

Hu.y Ul >•' ' -ricun busineinmrri tv *r 
i; •! jlo'<C v-‘ti-U'jt th* Xt ro> COM‘ 

Wfll, tlifif sccif ulliiT ttay.ł ul 
ropy im; ilm uiucnU—|>h<>UiKri|>lui 
\\ay> Hut Ihry urn 1 wry fx|.fn>i\f 
The f.n t i i th it pi uplf ju-t iliiln t 
liacc thr infonnatiun that our io|m» 
liuw hiin^ lirem. 

Aml it woiild Ih* inccinceicahlc. 
ikiw, nur to :;o li.uk to the <lay> w hen 
lltt* inform.ition wasn‘t availalilf 

1 must uay il\s a liiixerl Llo.inu 
Jfs \iry potni for our hcisine*-., hut 
when I po huiue on the weekend with 
two hriefcaws, 1 often wish Xrrox 
had iiccer i'xislcxl. 

Will Ih? pupćr y/ork eiplcsion Cecome 
firp.rfer’ 

lt’s eettins erratr r K\rrv hit of in 

*vh*.ifx.«* .»’< fr»*i»r | #fv«i«.c 

nr from a Computer - somehow or 
other hreeds demand for Information, 
hecmise it’s iv.ul.ibh* to morę people 
The morę Information |H*ople pet, tl i* 
morę they want. 

Oni* of our company** ohjeCtives 
for the lattcr part of the ’7(>s is not 
just to tu* uble to sp**w out moro in- 
formntion. hut to make it morę menn- 
inoful—ho|H‘fully, morę M»lectivo 
Biptfer and faster ropiers are not the 
nnswer, l»ecaiise you’re just coinff to 
ovcrload the mail*. overload people** 
de*k*. overload everythinp 

WhM yoi S jy /s Xerox'S /yeafesf 

strength as s CC^p my 7 

I think that it** piohnbly our nu* 
prr**ive •pirit ol mnosation in depth 
• not a***t> lik«* paleni* or manulac 
turinu plant* or ir.c#nev NVe t*ehove 
willin■•?•••-- to try new thm:* should 
Iw peneril m fhe mmn.inv. and not 
jti t conh«*«tcd willi ie*varch and »le 
\« lopnn nt Kcłalt d, I tłunk. i* th»* 
f.e‘t that we*ie a \oimu rmiip 
i»*iiipa:»-l to mam nfhers '|*he .im* 
aue a*;e of \rriHi p**ople world wide, 
1 *op|i<M , i». alneit Ul 

i < ni\\ *ny‘ , prę ffosf *V“ »* 

r 


11*.*» vt*iv hud for me to tell \ou 
wti.it that woiitd K* 1 !hmk ilu* pieut- 
c*l fcar we ha.e aU»ut wenkne?** i* 
that a> we K'ro.v, .md we*re alteaiK* 
\er\ lar^t*. We will pet the hi^-coiti- 
pany syndrome—and we w dl l e« <nve 
slow and tuutsoti*. people w iii U* 
afraid tu n»ak* nii>tak»^. autl we II 
tmild up harriers and fail tu cunirmi- 
i lica te 'I her**’> no m«»re imfiortant 
thinc to me in iiiv job l!ian liyinrf to 
do w hal 1 can to prevent th.at. 

As >ou u**t hi/uer and oltler. \nu 
very cdten want to fd.iy it safe. 
Vou*re tryinu te puaiantee y*iur .*tat- 
ur«* or your wcurity 

How do yo<J f Z*'t I*? big compjny 
±yr)drome 7 

Weil, for one tliiru, w* 4 watch our 
rules and priwwlures verv ca ref ul lv 
As the companv pets bipuer, it doe* 
have to have morę pr«H**<lures U»- 
causc* you cnp*t make the same deci- 
sion fne tiim* a day—whitli you do 
if you have no rules and prcK**dures. 

Hut you don’t want to overproce- 
dur di/r If vnn dn tt;r *»iivł v.hn **rt 

•• Ii»»*f»t '!»■■ ♦ lx .I Mrei* •*»•• 

rulen. 

We want |>eople to pet nhead not 
b**caus** they know the niles hut Im- 
cause thev’re thinkmu ll the nil**s 
ar«*r»*t rcmkI. |u*ot»le should question 
them and th**v shoulrl t>** chanued. 

Also, we try to pive individuals re- 
sfłonsihdity 1 hnvca verv stronp feel- 
in« at>out committoes We have 
nroups that study thinps. hut I don’t 
allow anv decisions t»v (ommitte*** of 
executiviK in the company—that’.* 
one of thr wavs you hrinu death u|>on 
you ('ommittre* tear rcerything 
down to a dt*ci>i*»n on the lowest cr^ni- 
mon dcnominator Th«* pr*wer*s dd 
fu*ed, the nutlamtyks ddTu**xl, the 
v\ords are ddhiM-d 

An*»th«*r ihin:!. we try not to havr 
Miim* *»f the Ir i|'|*m.!s *>f a Iii?, sl.nil 
cnmpanv lf a •*nv t»a* a hiuuer jol*, 
he may have t»i i».i\e a hiu !«*r nllice 
Im** ansę he ha* m*»ie mr**tinus. Hut 
we dnn’t pet inte .dl the hiei *r* hv ot 
di*tin* tions—like ih«* key to the « xet * 
utue w.»'.hrnmn - whu h n*.»llv start 
to hrinu on hanleninp of the art**ru * 

f ‘ re are no * *• „ff. e .vashroor^s 
Xera< > 

'1'hat‘s r«;*ht \> .1 mat ter of fot. 
we dnrrt h»\e ex****iti\e ilimii; 


ruonw \V»* rłoa’t wailt pe*»pie tu l*e 
w«irr\m:: aU»ut their po*it>Mh* u tt-.e 
rlilunp tatiles. and -*> firrln We vs.ini 
tln*m tu 1111x with other |»t*<»ple 

W«* «!o a h.t of other ttunu* tu tiv 
to ke* p tłu* * umpauv inform.tl 

W* ’re \ery 1 ireful to allow etpu s- 
sion of thinkmu in in«‘**tim;s. 1 iih«*r 
than heatmu jn-ople c»ve» the h**a»l if 
they *ay thinp* that aie unpoptdnr. 

)‘m cn .it mu a nunih* r of tomiiut- 
tc*es ol rank .tnd fih* eu»phiv , «** fur ad- 
visory purp**-**s and, in -unie « i'i**, 
for di ci*ion in.ikinu pur|Mi*t>* Th it ** 
cjiiite diflerent from havmu luimmt- 
t*** s of manaper., b*xau.*e tln*v «lon‘t 
litm 1 fe*|*onubditv for opi*r itions 
I.et iii** pive you hurue etamples 
\\ v aunounced k.st fali that 20 <«ld 
| ho ple from ilu* company would lu* 
allov>ed anniiallv to po awav on pairl 
• 4 K ial s»*rvi< e l» iive for :» >ear H.itł i r 
thah havtnu the hiernr* hv of the * om- 
panv, me or a proup of *»lh< «*rs, •, l.-rt 
tho*** who po. we selected 1 lommit- 
t**** of seven, five of wfu*m are n*»t 
hiuh rrmkinu emplovee*. and ,:ave 
them rler i■«inn.t.viL*in»» . 

\* «• »• ’I>|| r- l • nt, ( l j j I ry .■ . ... 

lo Ih* morę invotved in the cc»mpanv 
We c »n’t allow them to vote on Ilu* 
chvidend— hy law. th «t han to Ih* done 
hy the hoard of dire**tors We can t 
have them \otr on planned exp in*ion 
Hut I’m tryint* to hnd wiivs to pet 
morę and morę of them mvolverl in 
Ihinus that aflect policie^ of the com¬ 
pany wher<* thev’re sp**ndinp th«*ir 
lives 

We liavc a rank-and file advw»rv 
(ornmitlee on nunonty rrdalions - 
how many rnemhers ol minorities 
should we and can we hirr or f»ro- 
molf 1 ? W«''re frnnu to have anotłu r on 
traminp c»f -desmen anrl t**chnual 
repo^sentatise*. and su f*»rlh 

I undrf tj.nrl »f':. 6 een acreot**,/ p* »c- 
f/co fo.' '.t ijorrfm)tf»% to Pridri' . yn*/ 
.1 nJ yo-jr p.*if/or essor as eh ur.*r »o. 
AV W f hon, by yctif tir*i n.yr»\ 

Oh. surę W»*’re first n.mu*, n/ht 
lhf»n :h the company .I«m* W il-on » t 
tli.P pattern With the old futory 
huriJ*. it w •* alw iv\ "III. .!•»• ** 

TI11 fl* ar** few f'«*ł»|»l»* whu d.iTt 
cali mr Heter no old tun**r . »rr - 
w is Arnund the oflire inno* j »*M»le 
ikiw * di 1 a* Mr Nh t'«*loouh hut 1 
think th.it’ • l*s itM* they*re ih a .11 d 
l’oi :» ttmU olrlłT 


n vrii»\ * i*r •; 1 S‘ v.•• * 'Hta'Tfvtiu u ii*.* 
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/I t.lrnily we-mh-age tor 3 phetonuf h in Iront ol Ino AfrC.» Icdiths' Greermnch, Conn , 
hem e brak $ lip in ,i minor cm it js a unpiiy sc.wpets otl Wtth C Peter 
M. CotouHh and hi s wie, Virgmia. jre thnro ol Iheir h.e chilrtren 
Peter, la Viri;mid, 16. ond Kobeit. 8 Virgmia’s tmn, ton. ard anether 
bro‘htr, Andre*. 1 j , ivpre ott .it a rarnp in Colorado mhen the picture was taken 


Lessons of Leadership: C. Peter McColough cuntinunł 


Wh it would vnu $ay h,i r been your 
mcy * urwiirtont contnbution to the 
company* success? 

l‘vi* b«'(*n involvfcl m manv thinftb 
herc*. and I roniły don t have a guncl 
aiiswor for yon I mipjkjm* the closrst 
I c.111 cumę is to t.ike some i redit, 
aloii;: ssitll others, for deselopuiK the 
method of pric iiiK that we eyontually 
adopted for cuir <opiers — a c harite per 
pMTi* of pa per 

We had n ii* w machinę hack in 
10 ’*O th.it was vrrv muc h uhend of its 
comprhlors ti c iinu illv Hut it ss.is 
nuu h mon* rx|*rn iw*. h»*eauM» of its 
cc*mplcxit v. mul \m* ohvious|s* rnnMrdt 
wll it at a price that would nałls l«*t 
li^ pniett itr ilu* market 

At th.it tirni* sou coiilil huv c opirrs 
for .1 few liiuutred dnllars and we 
ssoiild h is** had to pnee ours in the 
tliMi-miU A- 1 mattor of fut lin* 
c ols prnr «**i it lor salt* w.1* s*«“* 
V.'i li .dis couldn ‘1 h.tse IcitiI it. 
coitst lilio • dis thr ihinkuu' lh**n u o 
!»• |i 1 i* tur a 1 haree of su 101*1 h a 
lii* filii. l!..t |f ss** dni that p* «*|»te 
eh* ii 1 11\ I: 1 I thr m o Inn* * sris 
• * ils s* • dd i ot hase l«erfl « ha rd 
«!»•* h I *ii thr othof h *nd .»•* tsrr 
1 •«»•!* i!% |. • «i|t ; prn«• oni I h » 

I 1 t Iii ;!t lor m ł |»»S* Othrr p. 

S.» P. d ard rrr*»r md nuto llnok* 

I** 


los.' lc*d to thf* concept of pricinif for 
uh*, whirh w.arevc*lutionarv .:t the 
tirne Aimiii. I don't want to scv it 
was my idea a lont* I .va*. one «>( the 
KU>s who spcarhiMded d, but others 
ssere insolsed 

r/iis pricmg method enabled the com¬ 
pany to net the rnoney it needetl tor 
ixpansion? 

Yes Yon ser. sstien that first ro|»i* 
c*r was iiitrodnctsl in the nnrketplace 
in lfHiO, Xerot h id heen develnpinit 
xrroi:raphv for .iIhmiI l‘J vc*ars and 
had soine xenu:r.iphir products. but 
had "rownnnlv inodrstlv 

We wrre onlv. I Ihink. a S.MI odd- 
milbon sompaiw ni rc*venue Iitil we 
liK»k ol) raptdls* from th.it |>oint. and 
ifrlamls* pnnn * and markc*tirr4 ss* rr* 
\erv nti|Mirlaiit 111 the lotal pntnrr 

Oef: b.Kk to > 'uf ron'pany\ wll 

1* '"*łS t>i f.*• i* r^Tri/o^ t .Wi+r * tts 

t »r; # H e 1 t : it-.* I * ;d iv is «» t* » 

łl^k 

K..:h! 

f ' • . "j *■ .? py s •••/**',• f» , 

c • • * 

We 1 ren '1 t»•»*■ l**fin.* m nor .u*i:ii« 
itioo'* *ihh •» . • fi«l the * om- 
putef ssh**r«* ss.* iasr«|.*«l 

t»M*» VM| |• *1 11 M <•( t iplf it otiH k in 


I9f*9 to huv Sc ientifir Data Ss st**ms 
Hut vve’re tr\*in3 to make urr \se’re 
Jiist as willmi* as ever to take major 
•ri'ks in product developiu«*nt We 
have research and clevelopniriit c'x 
perises this year lotalinjr nhuut htJT 
million 

A number of nur procmms rr»t:re- 
sent etiormous n-^ks W e have a prrv|. 
net cx»min^ ur> svhere we II hase ssell 
oser SUKI mili on invr^!»s| t>rfore sve 
Ud one nickrl bac.k front (hc* cns. 
tomer 

l*bere nlwavs is Kreat ri**k You 
face the sitaahon wherr. m>t as 
son re re.idy to announrr your pn»d. 
utt with its SKIO million ms**stm«*nt 
somele»dv el>4* turo.s out to have clone 
M»m«*(hin« dilTerent ihafs U*tter per- 
haps 

Howeser. Ihooch I ran trv to sit 
herc* for the next IO year; ind nrvc*r 
makr a inistake anvtHvlv 1 m pin c»n 
lor in doili' th it Id l*e md.IMi thr 
l»iCtji*'l nii-take of atl l»rc mim* I 
ssouldnt lv I ikmi anv « h mc is 

Wr’ie stdl ssillmt* lo stuk mir 

»M1 ks Ullt 

/ t •• * X*.*ff»f |Vits • •* . 'h* 

1 .* / •*' t L it ' v >Oij h -vr* a / • r * 

di • W. rr.-.ch «* r 

.** . / , • # 


s ii* .im. 4 s 'HKPTr si lit i* a; 
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W, II. wr li.til Ilu tir*t pkiiil-p.tp. r 
ropirr, ni- tu' ctill il iin I it> rl.ile. the 
tuiK rc.il (ttiniMMilion ur lirnr had, 
w uli Mtinc minor i »n plinns in .l.ipnn, 
i< froin IBM. Tino vi* Im-cii in ••>«• 
market vjnn> Apiil. »!•*.»». and wbite 
JM mv litry me ro.i*.*h i .iinpeiilois, 
Ib • int|MCl on nur irirmie and profit* 
Itns Itnon tpry, vers smali. 

Therr aro otlier cnpiers out mw, in 
Germany, and there will In’ moro. 
Bul wo llnnk w will U* \rrv roro|iet- 
llivc. (Krr tłu- nrxl few ye.irs we will 
liavr n oomplotely new prodnrl linę 
wliieh we cali sromie) r,enr?rat'<i:i xrrt>- 
prapltic cąuipment. thr first of wioch 
is lite Xcrox 4<KX1, uilrodurcd Jasi 
yrar. 

Vour cnt't into thr comojter buiinns 
ha< rot Lfen prolitebit 'O tji ? 

No. 

M7ien do yoj sec profit-ibUtly? 

J don’t know, frankly. Not for a 
couple of ye.irs, nnyway. 

I ’ *ł» • »• »• t Ute •• nt ti f $ ,J„ 

;t’i/ tri uiuuii; iiw^i •> 

ThatV a diflimlt ipicslion. becaiise 
onr wliolo produrt pl.innmR as we 
mmi' Ihroncli Ilu ’7Ds is lo brinR 
alioiit nn intepration of Computer 
torlinology wilh prapltir teclinnlopy, 
and as we do lliis we won’t draw a 
diMinr tiun hclwecii tor rompnler 
prndncl nnd litr ropirr or praphic 
pmdtirt \WII Ite Inll.itiK nlKiut one 
ovrra|| market. 

Jl t le.irly was not one of our ohjoo- 
tives lo lakę on IBM hrad-on in roni- 
l>ttli rs and Iry lo sny we'rc rouir to 
have half of their market sltare, or a 
()ti trier, or nnylhin:- el-e. 

And obiioiidt, IBM i- irnyiitR in 
litr sanie direeltiui we nre, froin a dif- 
(ereat \attl.iRe p»m.l '|lte\ 're tryjitę*. 
lo ittme /ront a preeininont posil ton 
in dirilal eommuntealioiis inlo rraplt 
ics pot as we're In lite lo pn front a 
stroni: posilion in pr.tpliies inlo a 
uroap |»>siin»t m dtcilal mmmmiii a- 
lions 

Tlte produrt linę; nre point: to 
Mend as we po dow n lin- pikr 

ycj /.'»(• i:*. ynjr rjrirnt rrfi 
r •• cl |hp tłtlc l i i I Ccn.paiiy s 



W. re plannii an nnno il fruwali 
of I ’. In ytl per eetil mer Ute ne\t lor 


lo sieli >ears We e.in‘1 mv a limitu- 
tion nn rrow lit, siniv Ittisine in B uli 
ile\i Io|n’iI eutmlries ,md unile\eh>|<vd 
r onili ries i< Rrow im 1 ver\ f.Ist l.n«t 
year. for lite lir-l linie. over M per 
titii t.f onr pret.A prolils tanie front 
o|ierations ittilsitle lin Umieli States 

I unnerstmd 1/irrc’s ęjde a bit c' hu 
mor in lht> oecut tc odiiei jt Xetcr. 

We In to luivc Itunior Itere. l'nt a 
praelicnl joker 

Kor rxamplc, sonie vears mro we 
were ItiteiiiR a liundrerl verv itn|ior- 
lanl e.OMTiimenl custnmefs eonie to a 
seminar in Los Angeles 1 was invit- 
ed. bul I conldn t co, so I was nsked 

10 videota|ie a mess ipe. 

I did it. from a scripl Tlien I dc- 
cirlerl lo have winie fon willi llie riiv 
wito was to run tlie senunur—an old 
friend of minę, in the company a Ioiir 
finio. 

So I laped a second messape, jnst 
ofi the-cufl I slnrted by tbanliinR tbc 
Rowernment represcnUtives for com- 
iiir. But tlien 1 went on to rcally in 
suit tiiem. M>inp. "\Ve'n n-i.» 
plraseti lo hnve you iiere, lnu we re 
also toncerned, as a bit tnxpayer 
You puvs wasle so danmed much 
money And you don"t know how lo 
deielop your prodmls in tlie mili- 
tary.” 

I won’t CO throupli tlie w hole story 
Bul we sent lb.it to Los Anecie* and 
they showed it to tbis pny wbo was 
runninp tlie meetinc and hc nearly 
Ind a lieart nllack Is-fore tlicy set him 
slraicbl. 

Ycu wrre bom in Novn Scotia and as 
a Ctn.dun. fctrcd in thr Bntish Nivy 
in World W oi II Hoiv dni I hut co mc 

i-tOul* 

Weil, I was inlen- led in roinc into 
the e.irner enrl ni tlie tiusiness--to Ih- 

11 fticr C.iniiit.i bart no r.arriers, and 
Itie only wav was to join tlie Bnlish 
.N'.iv v. 

1 nrvrr dirl lerome a carner pilot. 
I was w.ebed out łiernme of prxn 
drplli |H-n rplion. 

Sr' t C'd yc i fo m ff.r v ar rdoil’ > 

J'rarlir ,ill» iMrtlimi: lwi a rliatre 
on Ibe Brtleli i.upinr 'I lir oniv 
tiuli,’ I i .Ul sn I*. lilii lilr Brtr.il 
Na' < i»lh pani im- Iw n and sit ;i rl.i -, 
wini li ni tlio*4» d.<\*. v. r a luli** miar 
II.an h ilf a dull.ii. 


Fl ażntiff'e 


iv.v. f h i1 )( . t. n,y .0 ic ** f' U . 

I*. Ó >r t-r* cf!t r !• V 7 

Wi ll. I M c< k m’ throu^h l.iw ^w• •.«•* I 
mul 1 cl* rkin?. a*- I - * ul f*' "> 

CnnaMa f*»r llirn* \rar«4. in .1 v*»v 
pmi! < l.t.% firm in T«»rMi.t*» 

I Iw h**i«M of lho firm a«U 1 »*M iib* !» it 
I rcitlIv slmuld l».łv<' «i knimliMlit «f 
finaurf ;»nd iircoiinlinp--th.il l!*•• v 
Hirl moro Ihimih^s' th;*n l.iw 

Sio 1 uont to H«ir\.tr*l Hu ic»- » 
School and t«n»k frnanco and at*u*unt 
inp. and thon 1 Hcoicled to in 

htisincsh As a nmttcr of f u t. I 
fairly mjto I’d rather lv in Iui-iih* < 
hoforc thnt. 

I went lwich to Ca nad 1 for a 
nnd a half nflcr I ^radunted— I v. . ■ .* 
Chemical >wMevmaH in Toronto m l 
then d«H łdt*cl I u.intcd to ęo l* ic #>. lo 
thr- United States Iwcmiso 1 #11— t 

didn’1 soc thi* o|»|K#rt unit ics I u.intrd 
in C41 nada. 

Do you looh lor eny of your fivc cl i- 
dren to loilo* your cho/ce of csrtU' 7 

1 ho|x» they vcon’t I would liho my 
m»iiv to no uimt Uk> **int n 'u.i ii 
Uwir dccision- t>ut it tlicy avk* n my 
*dvi :c, I wonhl *"rr> to h:ivc .«n 
liitle conipnri^m n* |*osviblc in >«>ur 
lifc wilh mim*. ’ 

If thcv ko into bii«iiM**-s tliry > U ^»v 
to thcmsehcs: “Weil, mv father In*- 
canic the hearl of a ^ront bij; compa¬ 
ny. Whcn «4irt ht* make h«s fu*! mil* 
lion dollars ’ How abnut mc ł " 

I\c had a vt*ry co«hI cnrc* r. lu t 
Xrrox hapiwmt-H t*» !•** ttu* richt pl.o*' 
nt the npht tmw l’m ncit unmindn l 
thnt thrrc’*s a lot c*f huk nnd tmnn ; 
in hfc 

I Hidn't follow in mv fathcrV ca- 
reer Hc was a profo*.<ionnl ens ino* r, 
nnd I*d hale to lx* an eiinim-cr 

Ht% sny łepscy Iren your ij ,% : r •» 
psntculsrly impnrtsnt in yOof *.«/'c»' ? 

My fathrr mado mc wrv ind* |hm. 
dent Ho w.o fc,t‘ r »nahlv woll-t*i*h» 
hv Nosa Sit^tia ^tanrlards, but wie n I 
stsim**! ,nt cailler* b«* called mc to h: 
ofti*^ niw d iv and smd; 

"V\v r*d f«*lir cbddren and a lilii** 
h;t of nmiirc and wh*n I da* \o . il 
d»s ich- it ••*ju »ll\ I cali |»nv f«»r '• »r 
ttnliofi Hut 1 thml it‘*s\« r\ 1 *»»§ "f 
tant V«» ł«o ahh* lo *tan*t *»n % • oir * 

Iwo Icet So \***i can po *0 **••*• 
Mi*'vh«o* \o»i w .ml —10 lici!! • '• • 

w int h it \«*li r« puH2 In !*• n j t| 


v at m\ s prviM:v*/«.rfn:MiiMt i^./ 
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Lessons of Leadership: 
C. Petor iV]cCoiouqh 



; sibli # for miih hu»i.»h You’ll werk m 
| Ihc suiniiu-ttiinc luit th.tt |-t'»iuhlv 
woli*! ł*rm-; in ••in.r.iJi, mj ynurc ;*.»>• 
1114 to fiiutic** Mnir • Hut ilion willi a 
nuli* that I II ciuli mh* ** 

IM ncvcr serii a n«»tc Itcfurr 
He saki. "Vn»i ^ooscr to ilu* |{oyal 
I Mank of Caii.ul.i nul as loti# as you 
I want to t:o to n.lli „»•, 1‘in not going to 
| have alty n*stric ti*m.«. on you You <«iu 
horruw wliat you neeil " 

1 Weil, to make 1 lon : >torv shnrt. 1 
' Hiiln’t neeil to«i mm h thouuh I <litln*t 
• .shnt on my ti\in^ W hen 1 fim-luM 
H.irvard Hitsini Stłumi in l*)|9. I 
o\VłfJ the liank gf ('.mula $7,ul 10 Atu! 

I pa id it hack 


I :! »n't know il ni 1I0 that with n. 

I uU- it sinoie *\pcnaveto o to « ol* 
I*Te, imw- hut I tłuiik it u.ii a 1ac.1t 
s> >tem .md I m*vef rcMMitcd my l i* 
th*a s ittiludc lic rouM h.iv»* |'iveti 
■im* the inoiiey. and I thitik it was 
harrler for hiin to s.iv I had to łmrrnw 
it Ile ilid help me to the «*xtent that 
his lianie was *:o»*d for the endora*. 
n elit. hut I ne\er ow«hI hiui for mv 
tul tantiem. 

Yo'S*e s oid th.it your penorjl ettort ot 
OK is no łon<;>?■' o motter r>f maion# 
mowy. Wh*t i : tt, it not thot* 

^Ncll, it’s ihe challenge It r»»llv 
is pretty me mm/.less to nie whether 


Good Fortune, Private and Public 


An irrdividujl imestof who has 
madę a fortunę m Xerrx stock 
terids to be Aeluctant to tdlk aLoi-t 
it for puliiic consuir.pbon lt's a 
matter of prwacy—and of bemg 
spired annoyance of one sort or 
enotner. 


Wn.it happener! to Hut ’ tunny 
money" bnngs broad smiles t > (jces 
.lt the Uniyersity ot Rochester II 
Itill h,is X»’fO« StoCk worth S une 
$145 miliion, sjys Mr. fripp. dtter 
rcahring another $34 rniltion tiom 
sates of Xerox shares. 





\ CO - 1 

£very four minutes. d.iy and nnht, f re 
stnl<ł»s aru>t"fr 'hiiinrsj flnrt most ot 
ttie y.cltrrs i. wir U crppirtj tor 

linished fjf dfiit] ehm mypljccjhif 
records ar t (Mm)tei in oid.njiy ilyel 
(|>S Cjn t gin Mr Xrrp vour ffCOfdt 
n '<VilinV f :it lyl»r tii»s »ilh o.itrnl»j 
ll rinoOl nvjl.ition Ihp, II pipiKt 
)PPf Itcoids IM' i>h 3 bn/ina mir nn 
C itl ,oul ttrilli* Itejłtf rj« CtM • 

V<-r i Pi,;*i uidef ' $j -s Wr.i n. 

nut bOOKtfI tnu Ifconl pioirction 

IjcIi H/il ccupon lor your capy 

,VI = 1JM K ] 

STEEL S4F' COMPANY | 

r ' i. i.i i ..i s u i 

I 'f tftrr lilri ■ . -rria »ln • Mam. V..it. I 


uts.niiii f, w . . . fC-' Z' 

an-,ple, does not ynsh lo be ideriłi- 
fied And ha is not the only one 
John H Oe.Sduer i»tired Xnrox 
i-«ecutiyr vire t residenr whosn 
booh, "My Ye.irs With Xero«." was 
published in 1971. says a riumber 
of people hdve to'd tnni of mak- 
mg huke profits on modi-jl inye^t 
rrents m tMe company They had 
bougbt stock cjrly jnd he'rl it 
ovcf tbe y^jis. t ;»*Ping new wdys 
of life for themselyes and their 
famiNes 

Nonę of them arp an.ious for the 
world to kro.v who they arp 

One myeMpr v.ho isn t loath to 
dikciiss a mcrp.y m X«ro« is 
H.noert W tr | p fiut he wasn't in 

st sIinR lor .. I 

M* Trep ..‘i r.-t.r.—j morę Ihjn 
a yv ir ... i .•> i,o' pr. siii irl 'o* 
•t. *it«; ,.t t' ■ l i wr. ty of H" n 
' yf* ’ p * '• * ‘ ł iA ł O of uii 

li" w f.'". ■ 1 i t,‘ł<; cneipiny 
(( '•**» stal c ■ ... Malmu m 
I f‘ • »•.- • i r, hp i w ahs 

'i' -• I - • • ' . i "ImiJ our t.a •, 

'• •. • •' t S wd S'.t 

on „il 


roUrnent ano facilifies at the '.rhonl 
(total endowoienf $500 n l :nr.; 
Not only Has Uiere been 'ha Uirect 
fcenetit trom so profit.ible an in- 
yestment. Mr Iri;ip sjys. tmt !hn 
evider.ee "of g>od monpy ir.mayr'- 
nient" by the unwersity h is t rougnt 
in rnany donitions. 

!s Mr. lnop proud of mak nu th.it 
judicions myestment m 1950’ 

'II I deseryp crpijit tor ,n vthing." 
he s lys. "it's tiavmg hid enou«h 
guts to hotel onto the stor.k alt thoae 
ye.irp—througu good .ind ha<1 
Is Mr. Tnpp, a member ot the 
*cro« bnard ot dirertors. fjmitiar 
with ind vu!uilł whose inyestrr.eirts 
h i»e Mirnlarty prosp - re<j ' 

' Weil, rr osl nl topm h ive l ren 
inside the company rnerp irp 
'•O-ri'.' ntherj l ut people h we a ter I- 
•*h r y i I tj li.dj ort, m a l.ke 

Xnrvu's. wrmtt tne siock r'arts > > 
!'•* «lp 

Ir....,.., my hmise, for er.m p e 
i*. » .- *J ( 1 mnri,'; i ;.y rn it ir . 

M )!«• 

tiut *1*11 i'g ■ tirrte u ( v y *... 

r to (. ty it i M rost rre in i *- 
i r.jn. il i *.n on 
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I Hm* mllt nioie th.in l in 

wotth fod.t\ I e\en know hov. 

much i 11•• »u;*!» it milion 

ul doll.tr*. Jti lin Cr I place ilu i *v* 
Will lal c inosl of li. utul I o 
I’m nut .it .tli « >r .\iik i*(t vnu do yn.i 
childrcn any prc il fn\tn h\ leasing 
theni a lut 

Hut )'tn a contp.t dor hy naunc 1 
lo\e to win I hałc to lo>e I think 
th.atV the lun ot i* J liopo tli.it win u 
] clicot l«*.*tvt* Iluś company l in worlh 
thn*c limes ot laur tinies as much 
not Iiccuu-m* <*f Hic uioney hut liecunM* 
olherw isc the company wcm'l ha\o 
Hime vcrv weII iii the mcantiim*. 

And I re.illv dont lieed the nióncv 
I can’t sj* nd wh.it i've pot now and 1 
rion't tr\ to I if you’re mnk- 

inp SSiKHi »t‘s vcry iinpnrtmt to 
make S/.tHW) c. > \ 0 u ran havc n car. 
Bul yuu cpiickh walizo yoti only 
need ko inuch food, and vou can onlv 
w car m» many Hiiis Unless voii want 
to join the jot set or somothins liki* 
that—inipres* pcople—thero’s rcnlly 
a limit to wh.it vou can Ho 

The puys who have led \erox ha\e 
i*.ui a o. n.i..ł u a nu* 

ccss, nut n was nevei so iney coum 
bocome wcalthc per»-onnlK—Iliom h 
they l.ncw that if tliey etid the joli 
th'*v’H IwMtune w* althy. 

T łu* inven»or of >erorraphv. Ches¬ 
ter Carlson. pave ul most all his mon* 
ey awnv łtefnrc hc Hm*iI Iik* Wilsm 
pave tlie hulk of whM he’d madę Tłu* 
Hrive was to tr> to buitd snnicthinp; 
the moncy rtiilly was scnrckccpini’. 

You wre ouoled sc*o■< timo c.£o at» 
Zfiymc you pivc ?0 f*.r tent o i your 
mcontc to Chji ty Is fint itill thr r isc ? 

1 Hon’t lil.e to talk nhout it. but I 
Ho that much and a httlc moi o. 

Mr Wilson w.#s u.? hv»* ffepul^n tn 
and you wtre P Humohicy fir<* i .**• p; 
the 'tH OemcCfUt como ntum. Am 
soch i>óhtK.t cWrr nrt»s 1)!»Ccl in 
your conip-»i/? er ;»• pc.b* ton*,* 

We trv In cnemu i »o e\vrvl»««K I• • 
Im- iirtne |Hihtie*dl\, 1 * 1 .' we haye o » 
interes hi whether tliey .1IV Itepnh 
liotns ot I lenuwf.it . or eve|| • 1 1 
»s|s | woold e.i\- wi ’re p»ett\ wi l| 

*pht herc And I ihink that ? tfu* v i\ 
It should h I woiild no! want the 
mni|mnv to ł»a\e a |Mriteulir |*»Jili 
rat 11 i\c»r 

/).* /kvc *i *t t* • 


i,re td /de d businessman st>ould 

b.od? 

i*ni nonij? tn soond liki* l*m morał* 
min\ t>ut, well. J think itV ini|»ortaiit 
to le.id a Uilams d Ide Jf you don l. 

\ on can i*«‘t in tronhle 

W hen 1 was >ounu'. 1 neser had 
much question that I cmild earn mon 
ev, thouch I was not wealthv to ła cin 
with. hy any mcans Hut I alwavs had 
a fear that I ntight wake up sonie Hay 
at <»a and ha\e all the nmney ni tlić 
world—and ttiat’s all I was very 
niindful. prowinp up in ilu* 'l lurtu s, 
of the puys who jumi»ed out of tlie 
Windows in Wall Street wli<*n tliey 
tost tlieir nionev. 

'1'heir wliole life was to make mon 
ev and tlieir life was over when tlu y 
lo*-! it. 

Well, that’s not the way 1 think. 
While 1 like my joli, 1 reallv don*t 
make it my whole lift*. 1’in not even 
surę it’s the most imjnirtant part of 
my life. 

I’m very rlos^ to my fnmiW. I do a 
lot of thinp.f. with my boy*, my 
Hauphter. my wife- sulinp, skiinp 
and so on 1 try to ha lance inv w»hk 
with v«ciitions, 1 lakę a lot of \aca 
lions, addinp up to at least six wvcks 
a year 

I find that you can’t idways he sec- 
ond-puessinp yoursclf when n»mi have 
a lot of ros|K>nsibilitv I cut myself , 
ofT 1'onipletely when 1 'ni on vac.it ion. : 

And ><»u ki iw. you k»*ep >oiir hal- 
aiuv hy havinp other interests l'm on 
lonr univerrity Kwrds, and there wre 
other ouHidc activities. many of i 
them. 

My philosophy in life. really, is J 
that nil you ran do is the bc>t that 
vi»u*re ahle to do lnH^iuse of the | 
hrains timt piive vou. In the linie 
ihat*K «voilahle whith is never 
enouph for an\ ihiiij; 

And if > ou can sav to ymirself. 

"I*\e done my l»«*st l *' th.it’s all you i 
«en a^-k of voiirs* If fND 

I 

Pf PPIU1 S nf "/ o/ /.eoder \hif) 

/'orf /.\.\\\7// I rtrr StrCnl 
twih (•! Arnu (oi/i" mim> he *>h- 
ft oit d frttrri A’ntlon\ *n. /f*/A 

H Sl \ U . U>/ir.r/mi. /) I* l 9 ! UH Hi 
l'nt i. 1 hie tu f'< m/"* s . • irtit* 
rta h VI !»'/, <0 eettb rw h /Od |n 
|7 o fis rtn h, /.nu i mm,*. 14 
i t e«M /| f/uiM rtn «♦* i nutt<ince 

U ,th im/i i. 


AnOi ithon »ilh llic 
IV/i itnry H*m s 
fllltfOCM/ 

Gioup entiltoi you lo: 

■ Borrow up to $10,000 
within 24 hours 

■ Discreet and 
confiriential 
handlmfj 

■ Flexible repayment 
schedules and 

luli prepayment 
privilfcges. 

Trsmachons *'«? by personól 
mail and nation»iUc. 

for parliculari write: 

Mr 0 r t Bult0uf)h 
7727 hrst Security bu'iJ '^0 
Salt City. Utah F4U1 

or cali toli free: WjI 


£ 


\Vliilnrv 
yj. 3 Harris 
//. ś hiidmi.il 
(( Op|Hirliinili.'S 
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Low price timc 
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XL : .vO; v ' ; • •...... 

C0 ^.\,iAL 


HEMAiii :r, r>v josi:ph c. wilson* 
AV'‘i!ii-: i>:f::o;n:cT T o \ 

OF t n:. >v;\y xl:i:o:< 2 ;co system 

GOTO ii KII 14. 1964 


It is ir.deed a pieasurc to bo with you herc today. As I 
think you all kr.ow, we arc introćucing our newest major product -- 
tlsc niath in the lir.c of xerographic cquipment we have dcvcioped 
within the last 15 ycars -- and v/c arc doing so in three citics -- 
in Chicago and Washington, as wcll as New York. Thcse arc the 
first modcis oi a rcrolutionary reproduction system which will 
be availablc about a year from now. 

• Ladics and gcr.tlcmcn, you are about to sec a giant step 
.in the evolution of >:crography -- an art that was bom in Chester 
Carlson's mina about thrcc decadcs ago when ho invemed the most. 
imporiant ncw imaging system sińce the birth of photography itsclf, 
bccause he wished for just sucli a proccss: one that could casily and 
quickly rcproducc muitiple ccpies from any origir.al on ordinary 
paper, that operates with no fuss or liąuids so that it can bc locatcd 
in any Office, that is so e.utomatic that it rcąuircs no spccial skill 
to operate, or.c that makes impressions so cheaply that it is almost 
a dcvice for prir.ting. . * 

A littlc less than three ycars ago in a talk to the Ncw York 
Socicty cf Sccuriiy Analysts, I tried to convcy the fuli significance 
of this cxtrr.ordir.ary ncw way of making images. Herc is a 
quotation, "Ncrogrr.phy subtly combincs the attrioutes of photography 
and printing. It makes picturcs of anything by light, clcctrical 
signals or other forms of energy, but it makes thosc picturcs 
permanent by trar.sfcrring them to ordinary matcrials just as printing 
docs. I f it were sreede d un 5 uh st ant i a’.iv, a ocrfcct marria^e of 
Pb. 0 L°?»*Y* 1V n ^ vo;.:n -er recuiring, for tnc first t:r.ic 


tor tnc tirst t:mc 


in the bisiory of mnn, no need for a 1 cproducing master of any kind, 
no typc, no piąte, nothinr hut the subiect iirelf . Plcasc think through 
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thc iniplicMioiis of Z:::\ of cuotc. This r.cw 24C0 system is 

the nc.\l step towaru this risicn. 

l'd likc to iak? this opportunity to ir.ircducc thc star of our 
show bcfoi c I say anylhiug moro about it. 


BRILIF DCMONSTRATION 


Bcforc we aemen stratę again, when you'11 have ar* opportunity 
to inspcct it closciy, I would like to say a fcv/ thir.gs abc-r.t wherc 
we fccl tnc 2-tOO fits ir.lo thc schemc of thi.ngs and v/h -J we think it 
mcans to the futurę of Xcrox. 1 

It v/as just about five ycars ago that we first met some of you 
who are herc today. We werc in New York to ir.troćucc thc 914 Copier. 
That system, as it turned out -- and, as I'm surę you all know -- 
completcly revolutionized what was then known as the officc copyir.g 
field. Thcrc had bccn nothing like it. It was the first system that ° 
could producc multiple dry copies automatically, in secor.ćs, on 
ordinary paper, at Iow cost. This system morę than doubled office 
copying and startca it on an ascent as stccp in ratę as any in the 
business cquipment world. Then, just over a year ago, \ve introduced 
our sccona successful er.try into that same field -- the 813 Copier, 
designed for dccentralized, lower volumc copying. It, too, is greatly 
c.\panding graphic Communications, our chosen field. 

This year we think ncarly five billion .\crographic picturcs, 
for that is what they are, will be mace here in North America on our 
officc copying systems. I cali them pictures becausc \erography, 
of the sort we emphasize, is essentially an imagir.g proccss likc photo- 
graphy, cxcept that the image is rccordcd tcmporarily on‘a scler.ium 
drum instead of on a piece of film beforc it is transferred to peper. 

It is a system that reąuircs sophisticctcd optics. Le.nses. And light, 
of coursc. This figurę is startling when you consider that the combincd 
sules of Camcls and Lucky Strikcs in 1963 wcrc less than 5 billion packs. 

• . • • 

Fivc ycars ago the 914 slartcd a revolution in the har.dling of 
Ołfice paper work. Today, wc think, marks thc beginr.ing of a sccond 
rcvolu;ion in thc handling of documcnts. This prouuct will stimulatc 
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ncw thinking abor.t ways to har.cllc pnpcr in officcs, plants, librarics, 
govcrn:ncnt agcncics, lauoralorics, a;iu on and on wlicrcrer ir.an 
works. Therc has r.cvcr ocen any so cailco master or imermediate or 
sten cii connceied w im ?;erc-:jrc.phy, and r.ov; v/c o;Tcr a system of 
V~- cprc ^ doonmcnt rc*łrc:r.»ct;o:i dircctly from the oririrel . Tliis 
convcys somc idea of wket I mean by the s ccor.r l rcvo:'.i::e:; in Office 
paper work. Lntil tocay therc has not bccn a process mat could 
climinatc the d:s;inct:on betwcen hirh-vólumc Office copying and 
short-run duplicatir.g. Dapiicatirig by definition, recyuircs an inter- 
mediate master of so:r.e sort. Now, down goes the alrcady battered 
barrier. Printing and imagirig are now wedded. 

V/e do not know what to cali this system. It is faster than 
copying. It is simpler than duplicating or printir.g. It is a ncw spccics. 

Let mc takc just a conple of moments to say somethir.g about 
hov/ Xcrox came to be, and where we think we are going. I'd like to 
say, with considcrable humility, first of all where v/e are toćay, and 
relate it to the past. Everyone, I guess, grants that we occupy a 
strong position in the dynamie copying market. Our responsibility, 
of coursc, is to strive to stay strong therc, and to enter other promis- 
ing fields. 

In copying therc seems to be littlc ąuestion but that ncw 
entrants are choosing dry copying rather than wet or moist proccsscs. 
Elcctrostatic copying, in one form or another, is incrcasingly the 
preferred way to documc.nt reproduction , and we firmly bclicvc that 
will continuc to be ihc directior for many ycars. 

But we aspire to be in morę fields than copying. Whcn wc 
think of our futuro, we think in terms of such words as "world leader 
in grapluc Communications". 

To somc of you that phrasc may be mcaningless. To us it 
holds forih a challenge that is implicit in all the facets of a definition 
of the phrasc offered by THE COMMERCIAL AND FINANCIAL 
CHKONICLL tliis pas; summcr. Herc, in csscncc, is what 
PatricK J. AIcCool, writing for that publication, said:’ 

"Graphic Communications, in a broad term, ineludes 

lilcrally tiic entire spectrum of Communications in a 
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‘k- 


grp.pluc sc.nsc: thc formr.lntion, rcccpiicu, trans miccion, 
rccorćinj, siortn.T. rotricrir.*.:. orccesci:*.;:, conying, 
or prcscr.tation o; ar.y mcaniuguil i ma ges - words, ctlier 
symbole, map:;, c:;:rvts, grapks, u i agrarne, picturcs. 
This woulci ir.clucc \\rtuaily nil forms ot comir.crcial 
printing, facsimilc transmission, Computer print-out ; 
data storage ar.d rctr:cval (parlicularly in thc inicrofilm 
arca), prirncd Circuit rv.. .thc lic; is cndlcss." 


Obviously, the field is a vast or.c. Man’s fund of infermation 
is gr owinę at a staggcriug ratc, faster ihan hic ability to digest it. 
Rcalize, with mc, that much of it galhers dust in cne library or 
labratory or another for want cf a way to retricve that knowiedge, 
chcaply and in a hurry. Too o:ten it has bccn accjuircd for a 
spccific purposc, then filed, only to be researched painstakingly 
again, a shockir.g waste of man's crcativc cndcavors. 


• We havc said beforc and I'd like to say it again and again, 
that things havc to be y/ritten to be kr.ov. r n . And this is thc field in 
which Xcrox is pioneering. 


I tell you this only to set thc stage for your understanding 
of another of our principles. This has to do with the new services 
that we seek to create. Our goals arc lofty, but attainablc. 


You perhaps have read that our corporatc objective is to 
achicvc an avcrnge annual growth ratę of at least 20 per cent in 
rcvenue and carnings. We have also caić trat Xcro.\ intends to undertake 
no major vcntures, either those coming out of our own rcscarch 
efforts or through acąuisition, that do not promise to return to us 
about 30 per cent before taxcs and 20 per cent on our investmcnt. 

• 

Thcse, as I have said, are goals. It docs not mean that we 
Will always achicve them in any given year. Nor does it menn that 
we may not c\ccc d them in ycars that are particularly favorable. 

As a matter o; fact, we have cncccdcd them by a large mnrgin rcccntly. 
Thcse c.Ncesscs, for us, r.re mental rcservcs, surpluses to be used 
tljring the timc 01 incvitablc pauses. 

The stated goals sirr.ply mean that thc dircclionc tov.ard 
which Xerox movcs must mcci thcse critcria. Ali of our proposcd 
plans arc measured by thcse star.cards. 
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Our ncw system. the .\crox 2-100, I am happy to s:«.y, 
sppCiirs io mcct tu.cse rui!a.JtkottTh v/o *;rr ^ 

projcct ior. abo..; a .>cvvicc that not bc ilcłircred i:;:o ;hc 

ligcnsn r.*.r. ;.:cl c %;r'.;l the fali of 1205. V.’c arc reaso: , ab , v 

conficicnt Łbcut our abiiity to achievc the objcctiucs of the Xcróx 2*100 
bccausc ii truły is a pro.Iuct that is r. cuantum jurno ahead of our, 
or omers , Products, a*, least thcsc of which wc arc av.*arc. It is 
a product that rperoaches the or.tirc field of short run and systems 
rcproduction fro:r. r. oositron ‘.hal suggests Ihal it will ir.ćecd 
icapfi 05 the present iT.rr.%c ł ., Enou^h backgrou:\d, 

Somc of you probn.bly arc wondcrlng whv wc arc introduci.n^ 
Ihc Xcrox 2*100 almost a fuli ycar ahead of schcdulcd dclivcry. 

During this past ycar thcrc have bccn morę dcvclopments 
in the do cum er. t copying field than in any other rcccnt period. 

Probably morc than 100 , 000 copying anc duplic&tir.g machines were 
installed this ycar. Peoplc arc having difficulty in making v/isc 

choiccs regarding purchasing or renting of copiers, particularly 
our own 914. ‘ 

’ • • . .* 

Wc fclt compcllcd to let pcoplc know that wilhin a ycar thcrc 
will bc availabie to them a new system which will givc scrvicc no 
other cquipmcnt can yet givc; a system which wc think may chanrc 
thcir ideas cntircly about documcnt rcproduction and thus,’ communi- 
* cations. Thcrc is another rcason for showing you our system now 
and that is so we may undcrtakc. publieły, exhaustivc field tests 
to help atlain the best possiblc rcsults ncxt ycar when we dclivcr to 
customcrs. 

; . That P° int lcads naturally to the ąuestion of pricing. The finał 
piicing for the 2100 will not be determined for sevcral months. 
Howevcr, we have in mind an inr.ovatio:i in pricing which will make 
■~ . r,t - to thc customers comparablc to present costs of cohvi n ^ when 
a fcw copics arc madę from an origiaal, and comparablc to other 
rcproduction niethods, sucii as offset, r.umeogrnph, or spirit. as 
morc copics arc madę from an original. 

• 

It stands to rcasor., docsn't it, that after wc invcst ^*10 000 000 
in a system, bcforc the first dollar of return, and after wc show it 
to you todny as a significr.nl advance ir. the State o* Wc arl the n”'c n 

of this scrvice will be comparablc whererer it has bccn desi-redto " 
compelc? * 
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-C- 


• • • 

A v/ord aaout tno scicntific and cngir.pcrinrj skills rcsponsiblc 
r the dcvclop:v.c:*.: n\ thc 2-iOO. We are j”;- 4 .Iv o; o;:ci this 


for 

accor..c.::, not p-_y hoc«v.i/c of tac major road• blc*-.’;v in 
tcclu.o.ogy w.:: ca u • v be surrnountcd, boi Irccacsc v.*c werc ablc 
to accclcratc ovr or:r.::*.;.l tjmc schcdulc for ćcvclćpmcnt by morc 
than tv:clvc months. 

\Vhcn yoo smv that bricf dcmenstration, thc thoiręht occtsrred, 
pcrhnps, that. _ : ic image c: thc original documcnt is rctaincd on 
thc .\crogr?.pn:c dram and that thc same imprcssion is rr.adc over 
and ovcr agatn. The high speed of thc system would lead one to that 
conclusion, but the truth is that each copy is madc Irom a new 
image Oi hic oriętnal, This modę of operation hclps maintain consislcnt 
qualily. To co tr.is, our scicntists had to solvc thc problem of 
inereasing thc speed of thc photoconductor to ihree and a third times 
that uscd in thc OM Ccpicr, ar.d of inereasing its uscful lifc to a 
minimum of 100, 000 coprcs. The innovation of a new and efficicnt 
lens and opltcal system, with its oscillating mirror and curvcd glass 
platcn to rcducc thc scanning time of thc original, v/as a major 
nccomplishmcnt. So, too, was thc dcvclopmcnt of heated roli fusir.g, 
high speca vacuum paper transport, thc fail-safc features which 
arc built into the system, ar.d many others. You will better appreciate 
thc significance of thesc tcchnical cnginccring innovations when you 
cxaminc thc 2400 at close quarters. 

A vcry dccp and real part of our policy at Xcrox is that the 
new products, or services we dcvelop, must mcet inporlant nceds 
of socicty. And those nceds must be met cconomically, of course, 
under our competitive system. We are not iiWesting moncy like this 
in products that are just a smali ster? ahead of present products, 
cvcn our own. We are taking, we belicve, a very long lcap ahead. 

We also try to acvelop those things that will satisfy unspoken; ccrhnns 
v^ nr _ ec cg n-ed . nceds, if possible. We scek to recogr.ize dcmanćs 
.not yet idcr.tificd by most others. We try to create services that 
havc not bcforc bcen proviaed to business and governmcnt. The 2400 
is one of a lengthening scrics. 

Ncvcr before, litcrally nevcr bcforc , has Iherc bcen r.nv v. : ay 
to rcpca. messages or. paper so rapidly, so convcr.icntly, so chcaply, 
without first preparing somc kind of intermediate fromUic original. 

In some cascs, these intermediates arc retyped from originals. In 
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£omc c~sv3, tht”* -rr pkcicrrrpheu or sicncttu arc nurcie, o:* piat es 
crc tle*.elouoć. Ykcr: i ..5 niv.*r* s bccn iaturmcdir.tc work. I!crc, 
for thc firs*. ?::r.c, :r.yn :z o:; thc ».!::• cslio!d o.* using ir.s;r.:*.tr.r.ooa sly, 

to do li'.-r. inlcrmec*' v.ć worl: fci* rr.r.r.y, many prir.ting - :;I;c applicr.iious. 

» —i 

The ccpyinp market, it in estimated, !nvolvcd ncarly p.ine 
billion inpres sions a ycar ir. North America, a market of ab out 
$-170 rnilliun :n cc.-.ipr.cr: ar.d supplics alonc, and it is probably growing 
at a ratę of about 20 ner cen: a ycar. 

Now winie rernuining in copying, Xcro>: is entering a much 
broader segment cf thc ćocumcni rcproduction market which v.*e 
cstimalc accounis in North America for sonie SCO bulion impressions 
a ycar and amounts in doilars tc> about $3 ar.d one half billion dollars 
annually, if one inclućos thc u.sers' cost ncccssary to produce the 
impressions by preser.! methods. Notę this ooin*. carcfully. The 
Xcrox 2400 system will. grcatly rcduce the cost to users w ho have 
proper applications ar.d yet Xcro.\' income per copy v/ill probably be 
morę than competitive processcs. 

Bear in mino that the very sizc of thc 2400's potcntial 
rccjuircs heavy crpcnćitures to put it over. And sińce it will be rented 
at first, our results in 1955 and 1S5G will be heid back bcca.usc of it. 


Do not cjcpect the ratę of profit growth, year after ycar, that 
we have cxpericnccd in the rcce.nt past. It is greater than our goals. 
We will havc plateaus, or at least thc upward slopcs may b-c gcntler.' 
We m?y havc disappointments. The vcry wcight of Xcro>:' success 
in ' G2, '63 and '64 rcąuires that we acccpt hcavier burdens now 
so that tlie lor.ger futurę will be better assured. 

Don Clark, our \*icc president in charge of advertisihg, v/ith 
thc assislance of Miss Robin Rickhoff, will tell you morę about the 
Xcrox 2400. • 
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• ' .For Rclcosc in Aftcrnoon Papcrs of 
Monday, January 17, 1 OGG 


XEROX ANNOUNCES NEW 


COPJEK/DUP LICA TOR 

720 js Fourtli New Machinę Introduccd bv 
Company in Past 15 Months; New 
Pricing for 4 20 Also Told 

. / f • 

• ROCHESTER, N.Y., Jan. 17 -- Xerox Corporation today 
announced dcvclopmcnt of a copier/duplicator which makes copies 
at the ratc of 1 2 a minutę for a meter cost as Iow as one cent per 
copy. ‘ • * 

A Yariation of the 014 Copier, but nearly twice as fast, the 

ncw Xcrox 720 is named for its hourly copy output ratę. It will be 

rcady for dclivery in mid-1 OCG. .• ’ .' * 

• 

The 720 is the fourth copier/duplicator to be added to the 

company's expanding family of dual-purpose cąuipmcnt in the past 

• • 

• , • • • 

15 months. 

The ncw unit produccs copies on ordinary paper dircctly from 
. tlic ori C ina l witliout the need of a master or stcncil, as do all Xcrox 
machincs. It can be programed for a spccific number of copies 
U P to 20, or an urilimitcd run. 


(Morc) 
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The 7 20 ulili/.cs thrcc billing mclcrs which proeide for a 

sliding-scalc pricing plan. The first llwcc copics from an original 

arc metered at 4 ccnts cach. The fourth through tenth copics are 

metered at 2 ccnts, and sueccssivc copics at 1 cent cach. 

Fclix G. Evnngclisl, vicc president of marketing for Xcrox, 

said that dctails on Ihc 720's monthly pricing Schedule will be 

announced before the unit bccomcs gencrally availablc in mid-ycar. 

He added that, "The higher copy output spece! of the 720, plus 

its declining cost per copy with incrcasing run length, offers medium- 

to-high volurnc users a tolally new system that is convenient and 

c^onomical for both fast copying and short-to-medium run duplicating. " 

( 

1 The 7 20's rcntal agreement, as with all Xcrox copiers and 
copicr/duplicators, will inelude a 15-day canccllation clause. This 
enablcs a uscr whose copy rcąuircmcnts may change to exchangc his 


unit on short nolice for one morę suitable to his operation. 

. 

• • New 4 20 Model ' 

* ' .• 

• • • 

At the same timc, Evangclist rcvcalcd that in February the 
420 Copicr/Duplicator will be availablc with the same thrcc-mclcr 

pricing as the 720. Current users of the 4 20 may convcrt from the 

* 

prcsenl two-meter pricing plan to the new thrcc-mclcr plan by haeing 

Xorox inrtnll a l;.:r<’ mc-ter on thclr units. 

■i** . • 

‘ The thrcc-mctcr 420 will havc a monthly use charge of $20 and 
2 r* i i i i •«iii • n iiuwilmy iitCli l In J o* v0 # 

(Moro) 
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720/3 . 

• • • 

"liccausc of Hic widcly va.rying nccds in bolh daily volumc and 
the numbcrr, of copics rcquircd front cach original, busincssmcn arc eon 
tinually looking for morę producl flcxibility and incrcascd cfficicncy in 
Office rcproduction cquipmcnt, " Evangclist said. "The ncw 720 and the 
pricing plan for the ‘120 arc furlher cxantplcs of our cfforls to givc them 
just that. " 

Family of Machines 

Although the 720 is the fourth in a series of Xerox copier/clupli- 

• • 

• m 

cators, it is the sixth member of the company's growing family of 
Office rcproduction machincs. 

The other copicr/duplicators are the 2400, introduccd in October 
of 1954; the 4 20, brought out last summer; and the 330, introduccd less 
than Iwo weclcs ago (January 5). Each is namc-d for its hourly copy 
output ratę and has a sliding-scalc pricing plan for users rcquiring 

multiplc copics from an original. 

• • • 

The consolc-size 914 and desk-top 813 arc the senior members 
of the Xerox family, having been introduccd in the early 19G0's. Named 
for Ute maximum sir.e of copy rcproduced, bolh units arc intended for 
applicalions whcrc only a fcw copics of cach original are rcquired. 

’ -XXX- 
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630 f iftr» Avf*nuc 
New Yo'h. Nrw York 10020 
Tetepftone 212 957-6280 
N.gMs 516 765-7788 


NEW XEROX MODEL 
IS FASTEST YET, 
A COPY A SEbOND 


NEW YORK, May 15 — A new xerographic device that rivals 

4 ? 

black and white offset duplicating in ąuality, ^yet produces a copy a second 

.P* W* \ I 

on ordina-y paper without a master, wis introduced here today by Xerox 

c r ~ M 

Corporation. + 

The new machinę, tfib^SGOO-III, was described as the most 
significant advancement in xerography sińce the company perfected its 
914 copier in 1959. 

In demonstrations for the press, the new machinę produced crisp. 


spotless copies directly from originals at the ratę of 60 a minutę. Its 
duplication of photographs and solid areas was comparable to most 
newspaper reproduction. 

Company officials said the 3600-III is "designcd to increase our 
participation in an ever-expanding duplieator market." 


(Morę) 
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Manufacture and marketing of the new machinę will be the 
responsibility of the company's Business Products and Systems Division, 
headed by Raymond A. Hay, a Xerox group vice president. 

First deliveries will begin this week. Plans cali for distribution 
to all major metropolitan areas by August. 

Xerox officials said the 3600-III's output ąuality and speed are 
designed for reports, proposals, sales letters and other Communications 
where sharp images and smudge-free appearance are important. 

The 3600 —III is eąuipped with a 10-bin sorter. The machinę will 
permit many firms to do away with bulky duplicating eąuipment and the 
need for storing ąuantities of special paper and master stock. It duplicates 
on 8 by 10 l/2-inch, 8 1/2 by 11-inch or 8 1/2 by 13-inch paper. 

Monthly rental is $600. This includes a $200 use charge and a 
monthly meter minimum of $400. Price per copy will rangę from 4 cents 
to 6/l0ths of a cent, depending on monthly volume and run length. In a rur. 
of morę than 10 copies, for example, all copies above the tenth are billed 
at 6/10ths of a cent. 

When monthly copying volume reaches 50, 000, all additional copies 
during the balance of that month are billed at 6/10ths of a cent. 

-XXX- 

AJM68513 

For additional information on this subject, phone 


Robert L. Stearns, Rochester Office, X-4265 





XcROX. 
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For Immediate Release 


THE XEROX 3600-III -- \VHAT'S IT ALL ABOUT? 


In part, the answer to that ąuestion lies in numbers. 

In its April 15th issue, Data Systems News estimated that during 
1967, more than 275 billion paper copies of business Communications 
were produced in the United States. These copies were madę in a 
variety of ways -- xerographically, on other copiers, offset duplicators, 
and copier-duplicators. 

Chester Carlson, struggling to get one decent copy from his 

invention in a makeshift laboratory 30 years ago, might have been 

♦ .?• 

defeated by the enormity of such volume. Ncr? f *.e> .xerography nor the 
Communications explosion had become rparity, however, and Carlson 

■i r .\ ***"**^ 

, ( i 

persisted. In time, xcsrocra^)h5 Ł *\vas born. 

^ \ A » 


VV 

ation 


Xerox Corporation has sińce developed a number of 
machines to meet the needs of those who wanted this easy-to-use 
process to solve a variety of Communications problems. Today's linę 

of Xerox equipment ranges from desk-top Office copiers to Systems 
that simultaneously reduce and duplicate a computer's output. 


(Morc) 
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Backgrounder/2 

Br.ck-rc/:.'- .-'I 


Most people don't realize that a Xerox machinę is an 

Mos; p-. : ; er.'*. rc :r. t r. .v.: : 

cxtremely sophisticated instrument. This is understandable, because 

cxtrcmc-:y t c-p:;:s:.cv.oć jr.r.iumc..*... i u.:: i*:.: - ■ ' 

the company has painstakingly translated laboratory complexities into 

Ihc compr.ry h rc r:r. ; *.r w ; c. 

eąuipment that takes the abuse of every-day business life and operates 

eąuipmer.t tka: takes the f.cuse o:.c . • - y- u .. o..s—os •• 

easily -- at the push of a button. 

easily -- z: i .e rur: c: i cuf.r-r.. 

Man seems to have an insatiable capacity for creatine new 

Man sec:::* herc a:i ;r. r. er; c \ >r *. * 

jobs for a reliable tool or principle. .What has been done with the 

jobs for a r cl furie ;cd. er r,rir.cv .. \ u. 

wheel--and what is yet to be done--tests both memory and imaeination 

whecl--arki v .u: is yot to cc CiOr..- - - icł« t oO... ..n. • 

So, too, with the principle of xerography: Users have asked 

Sc, tor,. v:;th t:.: rrir.c: : . r l •• 

that xerography do morę for them--and that it do so hetter and faster. 

thfct >;erogrc; u: r.. rc .or :he:.:--u.iu w.a. . :■ . 

The latest development to meet these challenges is the Xerox 

The lato**, c:v..c :r. . ..... c.. . 

3600-III. It answers the demand for a device that produces black and 

SCCiC-:::. I: ŁRtrcrr r.c - a • - ■..-*• f 

white copies which rival the output of offset duplicators in qualitv 

white cc: 'c.- w-.:t:.. r:vu. :... ou: /.a: :. ;— o ..... J ' 

Yet, it eliminates the downtime, eąuipment, and special materials 

Yc l, it cli:.. ; :-.u:. : , ■ . ... .... . ' - 

1,0081 offset processes reąuire to create a master, set up the machinę 

mo:off. e •* ; rce s; . to crc:. o : , . r * 

adjust ink-flow and other tasks. 

acburi in!.-fiov ar.:' oir.cr ir.a i:s. 


pVIore) 


ONLY COPY 


ayailable 
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Backgrounder/3 

How Xerography Works 

Xerox machines take a picture, in effect, of documents 
to be copied. This "picture" or image is recorded on an electrically 
charged drum instead of film. Negatively charged toner ("dry ink") 
is cascaded over the positively charged drum. Since opposites attract 
the toner clings to the drum. Toner particles gather in greatest 
numbers over the charged image. Wliere there is no image, toner 
falls off. Next, as positively charged paper passes through the 
machinę, it draws the toner image from the drum. The dry ink is 
fused into the paper by heat, and the copy emerges from the machinę. 

To speed up this process--to produce a copy a second--and 
to improve ąuality, Xerox engineers introduced in the 3600-III a 
number of automatic helping hands in the form of components and 
techniąues. These include: 


1. Illumination control. 

2. Conccntrating the charge in image area. 
2* Selective fusing. 

4. Brushing unfuscd toner from the copy. 
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Backgrounder/4 


Dlumination Control 

With the drum rotating at fuli spced, engineers had to assure 
that the strongest image possible was imposed on the drum. The 
amount of light illuminating the document can vary with illuminating 
lamps' warm-up periods, power changes, and age of the lamps. 

In the 3600-III, a light-sensitive photo celi checks illumination levels 
for every copy. 

If the light level is too high, the photo celi signals the lens iris 
to reduce its aperture and admit less light to the drum. Conversely, 
if light level should drop, the sensor signals the lens iris for a larger 
aperture, thereby admitting morę light. 


Drum Charge Concentration 

Another step in getting the image onto the drum involves 
distribution of the toner onto the charged areas. To be surę that 
the toner meets its appointment, so to speak, with the fast-spinning 
drum, a greater electrical attraction is provided. An electrode with 
the same curvature as the drum is placed close to the drum, concentrating 
the charge on the image area. Negatively charged toner, poured between 
the drum and the electrode, races into contact with the positively charged 
image. This is the key factor in the 3600's ability to reproduce half- 
tones and solids. 


V 


(Morc) 


i 





I 
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Sclective Fusing 

Transfcrring thc image and toner from the drum to the copy 
paper at the 3600-III's speeds reąuired improvements in the method 
of fusing the "dry ink" into the paper. 

A basie principle is brought to bear on this problem. A group of 
objects, close together, can absorb morę heat and share it. This is 
the reason cattle huddle together in cold weather. A lone object, on 
the other hand, will absorb heat, but radiate it away morę ąuickly. 

In the 3600-III, the concentrated particles of toner in image areas 
absorb heat and radiate it to their neighboring particles. The mass 
becomes molten and flows into the paper instantly. Where there is no 
image to be copied, toner particles are separated, give off absorbed 
heat immediately, and ride loosely on top of the paper. This is called 
fielective fusing. Two quartz lamps supply the heat necessary. 

Copy Brushing 

To get rid of the loose, un-needed particles, engineers decided 
that a new broom sweeps clcan. A 14-inch wide cylindrical brush built 
into the machinę scrubs every copy clean of loose toner particles, 
leaving only those which havc mclted into the paper. The result is an 
image on^clcan, white background. It is sharply defined, jet-blac.k, 
and will las** as long as thc paper. 


A 


(Morc) 
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Backgrounder/6 

In all, some 200 enginecrs and scientists worked on this project 
for morę than four years to bring xerography to this stage of its 
development. The combination of these new techniąues with the 
basie principles that madę the first xerographic device a commercial 
reality is the company's answer to latest market demands -- the 
Xerox 3600-III. 

-XXX- 
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For additional Information on this subject, phone 


Robert L. Stearns, Rochester Office, X-4265 
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•/. mi ■ *.-• •* . ..••••• • 




>*; Pemoml rnd Conf<dontfot 


• ’•* i 


• • • j' • 

You icentioneri to rc ; tf courso, your convcroation3 laot Friday in ITew York v?ith 
Jiri Iiii'!'»cnstoc!;, I havo juat rcad a 1 co £o1'g meno to you of April J.3th. 

I vould very ruch cr.dorsa the cupjostion that \:a hovo an cutstandinc lojjoJ. firo 
ctudy tha cituetion nnti p,ivc un their opinion. Tnie could bo vcry uceful. I 
eon, lio'.’ovor, ccc the procent danjor to tho colcniim patent ctructura deser*bed 

by Birkcnfitock. • . 

• ••• *. .. • , 

• , • * j * , ; . . , % . • • . . s > . 

Furthcrr.oroi, chculd *..*2 et cero point hnvc to opon up the solcniun patent ctructure to 
othcrc, I \.ould *-»"*thnt va v:ould vanc to do this on o colcctivo barie norhaoa. if 
this \?cre et nil poooible. ILM v:ould bo ona of tho lact ccnpanieo I v/ould \jant to 
ccc uc put in ccrpotition with Xoro:c. .. .. 


^ ■ f. !;^ ; v : /v" 'v- 
fHcColoup.h/njJ • '■ '■ ’/ * *V 


CTKcColouch/wjJ • •. V . .V-'‘ ..V:,v 

cc; S. M. Linovłits • *7 ".*• . *•. 

J. H, Deseaucr •*. ^ *.*•* C,• 

• » • ' .* *•}•'' y*'*, . • # ,‘<'.1 .* •? •*••**. • 

• •. . • •./ . •. . »*, .* V . •. t • 

. ' •; • •# .< 0 . * . * / , . ..*••• . r 

• • * . * • * . i* •• . •«•••, f., . * , • . 4 . 1* • . • 

1 vVv*- ./■#••!'»* *• 

. • ‘ -V'. V 

# * • * • 5 , • •• i • • 
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BDrilKESS PKODLCTS GT.OUP 
1071 l.ONG KANGls PLAN' 


i 


Tlić quality risk"is grcatrst in the chip) icat u.g onvircn:.cnt. Our perccption 
is Ihat short run offset óuplicatir.g quality is generał )y dcclining and 
lliat Gamma is sufficicnt *.o comrete. Howeyer, customcr roi.troi of offset, 
output qualily is possible, and rentrol of Garn; - qualily is ::iorc diffiriilt. 

Kxi.-r.linf. co:npoti tion ar.d ncw plain paper dcviccs will jncrcasc the difficult 
of sustaining our positior.. 

t 

• 

During the forccast period, dor.cstic compctit ion will incrcesc dramat i en lly. 
Klcctrofn* and llual -Spec trwa (.*?■!) will grou through 1975 ani then begin to 
1 cvc) off. Dc spite the fact tir,: these dcvi cer. will offer higher qua) i ty, 
greater Ihroughput and r.ore f ca tur es, the avoraj;c ropy Yolirr.o of these 
tnaehines will dcc) ino bccausc of a renoining basie inferiority to ploin papę 
copicrs. ‘ 

Pic primary corpcl i licu for Xerox will hc jcont-ct itjve i il_a i r. pa pe r_cop i c r s. 
Dsing bolli sclcniwm and organie pholo-rcccptor.s, compctition '.‘iii bo tell. 
fren a largo mrr.ber of foreign and l).f>. organjzat ic>ns. The most potent 
coir.petitor will be 1HM. Uctwecn now and 1073, we expcct ti.c. additioi.nl 
produet inlroductians, inehiding a ófOO-typc device. 'ih.er.c: pioducls night 
be joined by u Gr.r..:r,a-type devicc in the lale 7C' ł s. Tm esc j.rcducls, in the 
banda of a sal es ar.J scrrice forcc with lho si/.c . :.d capabilily of 1 !.;-!/(JPL) 
w.i 11 proYC to be most fornidablc* competit ion. 

Ncxl to IHM, the Japanese as a group aro the noM potent cc.,petitor. Uicoh, 
in particular, rusl bo eonsiderod a fo.iidablo adrorsary. Their zinc o.\ide 
Machines, narkeicd through Savin and A.11. Dick, nlrcnćy canccl r.ore Xcrox 
copicrs than 3.M. They harc nlrendy announeed thei r fi rsl plain paper copic: 
y.hich is schcdulcd to be narketed in dapan tliir. yoar. 

SM bas always ho en a strong coupetitor. Ilowey^r, their toto) emphasis on 
thorrog raphy i a.y lord to u cletcrior.it ion of their pi sit ion inless Vi!f. i.oyos 
to a workabl e , cc ■ oj - ci r« 1 stage or they bave a djffcrcnt j holorcccptor as 
backup for a plain pnper capi er. 


)n the dup) i rat er envi ror-Mcnt , traditionnl non-aut ci.at ed offset is dccply 
cntrcnehcd but i: sloi.ly bcing nplaccd by .T.iteuatcd "syslcr.s" offset th.-t 
offers high ju oduct i vi t y, lc>w cost and se r c coiiYcni ence. Tlu-sc autoral ed 
dcyiccs will proyido stron;; near tci.i cos.pcti t ion for both first generał ion 
dupl icat ors (X V-M. ’■) and Ga::“.a. 


If tlić rcccnt ; 
bybrids is imcci 
uiiMu ci ssful a 1 :: 


; i r. .ii jr.d i ca*, or, the futuro of present )y uaderst ood 
.i; ii, j no AMi.il , i i iv.t i::. .. ai ).*.'., >>. .. *■ jL li 

. . h th iI.us not nn v.::t c «! t!.c suk: ciuu *. ..nirnaicc ent 
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Exhibit8 11, 12 and 13 to- Memorandum in Support of 
SCM'e Rule 42(b) Motion 

- 11 - 

the effortsto be fruitful; for developer materials, we fear 
lt may be at least partly a rear-guard action. 

* Looking ahead, we expect that our patent position will 

be able to protect the ''hcartland" of our vital comnercial 
interests, and that we will not have to compete against licensed 
corrpetitors who are producing virtually our own machines. It is 
clearly established that licensees will be making xerographic 
machines employing zinc oxide paper, but we do not anticipate 
1 that licensees will be marketing machines employing selenium 

drums. We plan to continue to do a thorough job of patentlng the 
machinę ctructures and components and other products which we, 
ourselves, put on the market, and patent basie new technologies 
which will be incorporated in our own products. We expect to use 
the resulting patent protection to malntain a competitive edge 
over others. At the same time, we can continue to justify moderate 
effort in fringe areas which we, ourselves, do not commerciallze, 
with the expectation that occasional royalty-bearing licensing 
arrangements will make this effort worthwhile and will, in 
addition, permit us to cncourage other companies to employ 
valuable Xerox inventions which are outside our own commercial 
plans. The important benefit of such fringe area protection ls 
the freedom it gives us to change our direction if the fringe 
areas come to appear unexpcctedly valuable. 

To accomplish thece objectlves, v/c expcct to continue at 

roughly the same proportionate lcvel of effort as we are now using. 

As a rule of thunb, we will have one attorney and supporting staff 

for a little morę than $1 million of reocarch and dcvelopmcnt effort. 

* XLROX TLCHMiUAl. 


• • - • t i 









exhibit a 

XEROX 1972 LONG RANGĘ PLAN 

(Extracts) 


I 
















Eihibit "A" Xerox 1972 Long Rangę Plan (Eztraots) 


EXHIBIT A 

XEROX 1972 LONG RANGĘ PLAN 
(Extracts) 


TAB 1 STRATEGIO ISSUES 

TAB 2 XEROX NEW PRODUCT DEVFLOPMF,NT 

TAB 3 XEROX CONTROL OF TECHNOLOGY 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extracts) 

j r.ruAii.cic i 



*.972 LOt.C mai; .1. I 
VULl 


For copicr/dupl icator mnrkcts, the following market share (rcvcnue) objec- 
tives hr.ve b.m cr.labLirtln.tl: 


Dccentralized (< 25K CPM) 
Ccntralizcd (>25tt CPM) 


1981 
56% 
/•O % 


issur. [ Do these lcvcls of market penetration represent Lhe most 
profitablc long tern strategy? 


Stayinp Power of First Gmoration Copiers and P u nlicators 

First generation products are forecast to represent a major portion of 
total populcti.cn over the planning period. 


Ir. t G en e rat i on V rod 11 et s 
llnding kopula L i on (000) 
% of Total Pcpulation 


197 6 
~ 3ll] 
51% 


1981 

256 

31% 


TSSUi. | V.’ill these products remain viable tbroughout tbe plan 

period, in the face of i.mproved products from oursclvts 
and compctition, and without severe price dcclinc. 


Systems Products Strategy (Facsinile, 

Information 

Processing, 

Con-put er 

Printing) 





Strntep.y Coals 

197? 


3 981 



Revenue Mk 

t. Share 

Rcvcnuc Mk 

t. Share 

Facsimi1e 

$22 

50% 

$ 213 

' 47% 

Inforr.intion Processing 

- 

- 

870 

7% 

Computer Printing 

13 

3% 

300 

7% 

Total 

$35 

1%' 

$1383 

8% 


Rcvenue gonls and developncnt rcąuircr.ient s are largo, although market 
penetration is modest. 

SSUlIsj o Wint i r. the optimui.i stralegy? 

. c Are r.i!i.":•.* ( :it , terenie. 1 and . tri..Ling resourccs 

Iks.: | . : • t t. . . . J ? 

v Im cwni :tL l ..c >. i; i i I e p^tunu. t and lin Pieblo printer 
prov’d- .’ ruf f jc*i ul b: ••• for dowlop-. nl of ther.e 
i arket:.? 

XEROX NON-TECMNiCAL 

ONLY COPY AYAILABLE CONF,DEN,IAt 










s. »i't nATiorjj 
■jror.M/. n o j c.nours 


E 86fi 

Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 


im r: 


STRATEGIO ISSHES 


10/Z I ONU HANT.I |*| 

VOlUMU 1 


• Is Computer printing n viable long term business oppor- 
tunity pivcn nnticipated UJM counter stmtogy and cjtpoctcd 
shift to rcmote printing in the longer term? 


4. World\-ide KRĘ and M.nn ifnc turing Stratepy 


issui:s 


o What is the best way to establish and cffectively co- 
ordinatc worldwide R&E efforts? 
o What is the optimum manufacturing (sourcing) stratogy 
for the broad nrray of products represented by the Plan? 


5. Location of Operntions in the U.S. 

The long rangę plr.n makes no provision for 1TG locations other than 
Rochester and El Scgundo. 

fTsSUE j Should longer rangę plnns bc based on er.pansion of the 
two currcr.t sites, or should we be preparing contingent 
plans for other locations? How would tlicy be selectod? 

6. Marketing Organization fo r a Multi-Product Linc Business 

(iSSUES| o What is the optimum structurc of Kcgicns, Branches, and 
support facilities? 

• How many sales forces (i.e., product linę dedicated 
snlesmen) should we have? 

9 How can we inerease the productivity of the sales and 
servicc organization? 


7. Color Strntogy 
flSSU! sl 


o What is the size of and ratę at which the color market 
opportunity can be profitnbly developed?. 
o Should we actively pursue the consumer market, and if 
so, how? 

o Should we be doing moro or less than planned? •• 


8. Ovoral 1 Grc.nh 01 > jcctiyc s 

[iSSliliJ Is an already large business organization capablc of 

Biistnintng 20?. anntial growth over the longer term? Can 
historie.’! profit mirgins be maintaincd as we enter now, 
•: i My • t ! iiv* bt.. :r. r o:. wilhoiil a broad base of 
• propriei ary tcuhr.alogy? 


J 


XEROX NON-TCCHNICAL 
comfidential 













XEROX NEW PRODUCT DEYELOPMENT 




TAB 2a 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Eitraats) 


t.OPI HATIOUS 
'OltMATIOM CIlOUPS 


DlCCLNTKALIZni) RKPUOnUCTI ON 


1077 loni; n,wa;r im a u 
vo i u;.ic i 


The objectives nrc-as follows; 


Market Sliart: (a) (Copies) 

Anm io 1 Rcyęnuc '•'fSMil) 
Slrnlcgy Oi>jocrive 
Base Casc 

* Rentnl Kevcnuc and Supplies 


$1423 
139S 


$23:»:s 

1972 


STRATP.GY 

Xerox now offcrs a fuli product linę which scrvcs tlić total cust o..-ar spectrum 
from Iow volu.nc to high volume., Iow run length to high run longl.li. Yct, 
thcre rcmnin gaps in our marketing cffort, ci llicr duo to insuffići cnt product 
powcr or high costs, wiiich nrc bcing nddresscd by thc secoml generał, i on 
Products, and the follow-on clevoloptncnt progrnms. 

In provious years, our business slrnCegy was to bring to market new product*; 
as quickly as possible and to usc these. products in arcas prercnlly rewou 1 • 
first. genoration products considcrcd to be compclitively obsolefc. 

Our present r.Lrntcgy is still to dovclop and test now products as tpiickly as 
possible. I!owcvor, the cc>ir.pctilivc outlook has changcd and our first gener. - 
tion product powcr appears grenter so flint the need Lo rapidly rcpiacc proscut 
products is not as great as previously thought. 

F.xir,ting and second genoration products, ineluding Decoy, are e>:pcctcd to 
cnablc us to acliicve the Business Aroa growth objective through 1973. In 1 9 y 3 
and 1973, the product powcr of thc A000 r.hould cnablc us to rcach a 53Z urluu 
sharc wiiich will bc hołd with the advcnt of Decoy through 1975. In the 197G J“'/, 
period, we crpcct to exporience a smali loss of share as thc second generation 
product powcr continucs to carry U. S. Opcrntions. From 197S on, our market 
share may drop rapidly ar. new products beconic ncccssary for us to compcte wilii 
thc new coinpetitivc cquipment. 

As indicaled above, there arc r.overal scctors whero ndditional product power 
will bc ncccssary in thc middlc 1970's. A vcry largo market opportunity a); o 
appears to cy.ist in thc* Iow volu;uo arca and our second genoration na cli ines 

arc too costl.y to fully scrvice the Iow volume ur.cr requi rc ments. lf wc aro 

lo grow aud maintuin conpeLitivc ef fccliveiuss, wc most providc fuli nltenlion 
to nil the marketing segments in the ciwironnent. Wi musi cncourage new 
custo.Mcrs tc> rnlcr in the Iow volu:.;c segmentu and other customcrs to grow and 
jiiovc upward through thc volume bands. 

Tlie products or product concepls that are currcntly plnnncd to fili thc gap 
identified in the 19/0*19bl period, hetween our Basu Casc and the Business 
Arca objeet ivec, arc tl.o lollowing: 

o S/dl - a V»h*’-2,C'.Y.* tbroi: copiii undor c!evol opnent nt thc Bu;’. 7 ic.'; 
ł)i'\1 oj'i '..t ). :i o 1 . '■ 1.1 ■ t i < .. i n i.ii a * jt.iid, 1 11 i w 11 ut i 1 i.v*s I". 1.1 (J t m . 1 . . 01 o .*• 

Yiii . piodu.; i. I te! lev i ;i*. riduc t i o;i in the J9/3--19/7 period. 

/.T..0X \<C'J 'ilCHNICAL 
CONno:'.NiiAL 
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Exhibit "A" Xerox 1972 Long Rangę Plan 

(Extracts) 

IS Of; li.MIONS 

i DDCKaTKAI.lP.lID UKPRODUCTION 

i 107? turju u,\.v<;i n ,\: 

Mf onw.M ion ciiours 

I 

VOLII.VI 


o PONC - llłin program, prcsenlly in the conccpt phase, Ir, nimcd at Llu 
lowcut ciul of tao mai kot (0-1,0C0 Ci’*!), and curicntly prer.ent •» major 
lisl.a willi iw pect to product fear.ibi 1 i ty .and targotod coiln. Decembcr 
1972 is tho largcted for a lochnic.il and markot stracony rcvic.w of tho 
program. 

• Ap,ale/Diamond - follow-on products or upgradca to tho 4000 and DECOY 
rcspoct ively, v.!iich include features stich as integrated sort i 113 , 
multiplo papci* trays, roli paper fcod (Diamond only), improved fusing 
and other tcchnical advancemonts, ir.cluding improvod reliability. 

Theso products aro cspcctod in tho 1975-1976 tir/.e franie. 

Agato and Diamond will not only boi ster tlie compctitivo effoctiucness of t!\c 
7(000 and DCC0Y against "systonntizod" cor.petitive products, but will also 
provido back-up dovcl op.iont in tlie cvcnt that tho basie 7*000 and DECOY 
programs cannot be adoquatoly upgradcd to scrvo tho r.oods of the r.iid to lato 
1970s. Most inportant aro the qualitntive irprovomcnts of theso products 
in terrns of sorvico cost reductions and the impact on profits and, oqually 
csscntial, custoner sensitivity to reliability. Additional ir.ipvovcr.:onts 
in botb ruvonue and profit oullcol; will como frorn uso of tho addod for.turc.-i 
of Diamond and Agato to cnable the 7,000, 3600, . and 7000 products to 
rcmain in highor volumc band.s. We will bo using products which aro less 
costly to produco and sorvicc in licu of the moro expensive and tcchnical ly 
complicated equipment. 

The introduction of Diamond and Agato is not expected to obsolete the 4000 
and 7000 products. TheIr populations will bo maintained through strategie 
actions which will offer tho customer a choicc of fenturos. The multiplo 
product offering should inereaso our competitivc offoctivencss in an ciwirou- 
mont whcrc many combinations of machincs and fcaturor. will bccome availablo. 

During tho lattor half of the 1970s, Ardri will bogiń to onter tlić uppor 
vol unie band (15,000-25,000 Cl’'!) in tho Dccontralized Rcproduction market. 

Tho impact of tliis high capability duplicator will bo relatively minor, 
howevor, and tho discussion of its attributes is undertaken in tho Ćontralizcd 
Rcproduction section. The Agatę program will reduce even further the need 
to bring Ardri Łnto this market. 

€ 

Stratcgy Su -mary 

The major elomcnts of tlie Docent rai ized Rcproduction stratcgy can therefore 
be summarized as follows: 

• A slower new product build-up. The 4000, Docoy, and Altair forccants 
show lowor populations in their oarly yeirs couiparcd with 1 lic 1971 Pian. 

o The offering of mora rei labie products .-.ad tho attaining of corrcspoml: r ly 
In w owiec cor.l ?; la our liadition.il business niva (1,000-25,000 copic. 

|h r :: as tli). 


P i ile 1 ..u '..et i ng ot t i:.. i'\ w pirndu I:: ii: lii. 'ar cepy winne and r. venue J.rg- 

!, -" ,r 1 ‘ 1 "’ 1 v ' *“*‘ vi "" C “ !V ’ v *XEROX NON-TECHNICAL 

CONrIDENTIAL 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 


. i;/. ii.i ; 
i. AIU!.! U.HITS 


ni:r.i:Ai;ni a::i> i::.c: i t:r; 


V'72 I (>I»C. 


dkc. : rs* m.i:; rn ”;*!’!:.*• n U:: 

o l)ovelop firut pcncralion producls ir.iprovemont prop.rams spoci fi cni ly aiwod 
«nl improvi ::p, rolinbi 1 i ( y cmii rrducin^ scrvicc conts r.o nupport tlic o:i oni;ot! 
riarhct lifc currcntly projccled. 

o Cor.pl otc socond ponoration products per oiirtinp, plnns. 

o Accclcralc di-yclopm.cnt efforts for a non-NC-rograpliic, Iow cost smali copi;r 
to cddrest? tlio narhet acp.nont bclow 1,000 copies/uontli. 

o Rcoval«nto. socond f-.enornt ion variant prcipramr. bascd on currcnt r:arlict u er i 
and Loclino! c;;y deyelop; .onts. 

o I)c*vclop techno]opy st--at ocios to provido broad dirocLion for our corc- tech¬ 
nolog/ efforts, appioy-iato todi.iolcoy or.tt-nsio»5, for lho Iow and hiph <...-. 
of tho. i.uirl;oi. ard miii-c input/out-v.t fc-tures. 


Kii 
:ou 
:t u»t 
u:cv i.-c 
#Ł? 4 H 

i i 

IK< 


F 

-,q 

y 

_r«J- 

. 

_ V* 




% • £*•*.. 

• if.... 


n .v 

r.v r m*» . c.f.cf.r».r 


i i 

iv;r#v\ricul 


Ficurc 3 - PrOfirass and Resojrees - Dcccntraliscd Rcproduction 
CK.NTlIAI,J 71.1) ]:ITKODlT TION 1 

o Complcto dpvr.lopr:cnt of our initial narhet entry - AKUU1 - which oitends t!io 
xevourapliic procc-rs in spc od, quality and rcliabili ty and providcs added 
fcat uren for custoner perceived nc-cds . 

p l'xpand upon tho AKttl'.] ba::o proccssor willi erphunis; on q u a 1 i t y, roliabiliLy, 
ma J nla i nah i lity and furtlu-r fcnturc-r d<*vc 1 opnc-nl r. , sucli ns mi croimagp hlci'. - 
bach, aut ornat i c duplc.\, on-] inc t or..p i 1 inp, , staplinr, and stnchinp,. 

o l.Nplorr ;:ppl -ic.it ic-m. of im- i rchnalo,-i< • whirh aro ćmieni]/ in proce nr .!. • 

1 1 »’ * i i.• I ‘ Ir - 'i'-, c. i.niid r. >:rm-i ,i;j!iv , i- i •, |«til 1 1 — 


i -a L t i| 


•Ptoi . .1 a> . •.. 


r * -v. lop o, w.. i "• i • i J • in ilu dali. )//.'»•;* pio.uct:; to a:.am i i | lk i »• pj.j 

11 - i - luli i .. ,, , 


ONLY COPY AVAILABLE XER ^S;r CAL 
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I S. IIATII1N3 
.Ml I K ,'] OIHJlil 


ri:si:aiu:iI a,;d ]:r:ci r.-i:i;f; r.vc 


1972 LOfMC ItAfa - , I (•( 

VlHUVC I 



coi.ok r.: i-nomicTTOM 


Figuro 4 - rrosrsr.s ar.J Resources - Ci-n:raliicd Rc.rcluction 


o Comploto lipie I and II as the initial market entvi.es addressing the func- 
tioe.al color nrea. 

o Detcrminc Llio most suitable Ncrogrnphic system to satiefy the identified 
short ton color dup.l i.cator warkot. Tlić 1’rism program conccpt sludies are 
directed at establishing the Lcchnical approacli. 

o Kxplore various appronches to establish basie processes i.-hich could scrvc 
the pictorlal color reproduction market. Current major efforts includc 
extendcd rangę xcrography, waterless lithography and PEP. 

o Establish an integrated color tcchnology program which will eaplorc tlie 

wide rangę of techno]ogień which may be utiHzed for advanced color products 
and in suppoit of the currently projeeted products. .. 



,iiv ■ c-.:...- 


!t:>:t ioa 


mox kon-kchnicai 

CONr/D=Ni'lAŁ 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 


The folio*..'ini 

r tablc 

shc-KS our 

for 1976 and 

‘1981 cc 

•r.pored to 


1971 

i 

1972 

Crrv V o 1 *^ ’ ł 7- 

L \ 

P-.ti-v.-M 

0- 1.C00 

12% 

12% 

1,002- 3,000 

35% 

35% 

3,001- 5.C00 

87% 

86% 

5,001-10,003 

68% 

68% 

10,031-15,000 

72i 

78% 

15,001-25,003 

53% 

50% 

Total 

88% 

50% 

Fevu-.uc Sh^r-e 

87% 

88% 


cery vo;tm r:'.~x 

1076 


-e C 


12 % 

32% 

50% 

69% 

70% 

53% 

53% 

53% 


S-.r -v c r 


15% 

80% 

50% 

69% 

78% 

55% 


1951 


(. ..- 0 


58% 

58% 


11 % 

33% 

89% 

59% 

55% 

37% 

87% 

87% 


20 % 

80% 

50% 

69% 

78% 

85% 

56% 

56% 


V,'ith erthasis cn the successful introducticn of DEC0 V and ALTAIP 
uPf £ ?^S of the 4CC0 and DECCY relioMlitv and cotv C u2Vtv^C-Ir-e 
and the ccv3lcp.T,3nt of A^TE, SAT-5, PC::C ar.d Diancnd'v:- beU^ve tht'tt 
strateg case for Eecentralieoć P.oprcduoticn is attairable/ WithTall - 
plenneu r^>--ct£ cnrotia, ir. the market, the Xercx cc^e^/c^^c-tcr 
proeuct ine v:Ui ser/e custcr.ers in all rarts of the D^entra^zed 
Reproouction em-ircr.T.ent as depicted in the fcllcwirg chart'. 


XEROX NON-TECHNICAL 
CONFiDENTIAL 


' ŁECC<T/”AJ,1ZED RL7’?>0DUCTIC:: 


o 

o 

o 


g 

ri 

£ 



rr/.TUFJ! 

• '"t 

by vou.*r-: 

PA\T> 

25 - 


• 

AKD3I 

ARDRI 

• 





ARDRI 


7000 




15 - 

_ 

7000 



3500 

3500 

7000 

7000 





3500 

A3AU 

10 - 

7400 

7400 

AGAT6 



<000 

4000 


* 

5 - 



4000 

4000 




0IMO50 

DIAKONO 



ot co* 



3 - 

770 

770 

OtCOT 

UCOY 

1 - 

t:o 

CCO 

S/.1 

57.1 


o 


(to 


eto 


rc\c 


1977 


-ł- 


1975 


1 C 


177(1 


- 1- 

1731 
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rr.o"r.‘. , *r/rr. r !:t'CT co:::~pts i:j on h-?jt 

The products or product conccpts that are eurrcntly pl ansie d to fili the 
gap idonti.fi c.i ir. tho 297C—1931 period between our Barę Case and tho 
Strateg’ Case aro tho follcwing: 

o SAM - a SCO-?,0'n CTM hook ccpier ur.lor ćevelctn?nt at the Rank- 
Xeix)>: Dovolcpr.ont Lohoratcries in Enrland, which utiliccs tho SLIC 
tccdinology. This product is targeted fer intrcducticn in the 
1975-197/ period. 

o POHC - this program presently in tho concept phase is air.od at 
tho lowest cnć of the market (C-l,CCO CIM), ar.d currcntly presents 
major risks with respect to product feasibility and tar pot c-d certo. 
DeceTiber, 137? is the targeted datę for a technicol and market 
strategy review of the program. 

o AGATE/Diariond - follow-on products cr upgrados to the *4 O O O and 
DECOY respectively, which incluće features soch as integrated 
sorting, rultiple paper rrays, roli paser feed (Diar.ond only), 
improveś fusir.g ar.d other technical £dvancam.ents, including 
improved reliability. These products are expected in the 1975- 
1976 tir.o frome. 

AW.:. and Diamond will not only hol ster the cce.net i tive effectivenoss of tla 
4000 and DZCuY aeair.st "systeeiatined" ccm.pctitive products, but will also 
prwiće back-up ćeveiopr.cnt in the event that the basie H000 and DECOY 
progrons canr.ot be adecuately uppraded to serve tho nc-eds of the rad to 
late 1970’s. Most ir.portant are the qualitative ir.prcvcm.cnts of these 
products in terr.s of sernico ccst reducticns ar.d che im.pact on profits 
and eaually esscntial, custom.er sensifivity to reliabiliry. Additicnal 
ir.provements in loch the revenue and profit outlcok will eona frern the 
usc of the addeć features of Diarond and AGATU to enable the 4000, 

3600 and 7000 products to rc.main in the higher volum.e bar.ds. V.’e would be 
using products which arc projected to be less costly to produce and sorvice 
in licu of the morę e>:pensive and technically ccmplicated equipm.ont. 

The introducticn of Diamond and AGATĘ is not orrectcd to cbsolete the 4000 
and 7000 raeduets. Tnese populations will ho mainta.ir.cd thrcu~h strategie 
actions liicii will offer the custcmer a choice of features. Tne nultiple 
product offering should inerease our cc.m,petitive effectiveness in an 
envi nomen t where many combi na tions of machines and features will bccoinc 
availabie. 

IXjring the lat ter half of the 1970* s AKDRI will be” in to entor tho upeer 
volu'.a band (15,000-25,000 CTM) in tlie Docent rai i ccd Rccroduc tion market. 
Tne im.ract of this high er.pebility durlicatcr will be relatively minor, 
h ~ Tac: its attribut.es v;ill te ur.dcrtdken in the 

Cen*.r.ilir.oi 2.v ,- .n\>uucticr. sccticn. Tne A T riwran will rcduce cvcn 
fu: i.. ti.j i to Iim . ...l i;uo t:.»j i . 


XEROX NON-7ECHN'.CAL 
CONFIDENTIAL 


10 











E 874 


(This page left blank intentiona1ly) 








TAB 2e 


Vol. II, Decentralized Reproduction , pp. 19-28 











E 875 


Exhibit "A" Xerox 1972 Long Rangę Plan (Eztracta) 


APPF.0Y:D F:C0:7-. v .5 


A. DFCOY 


Produet rvercrint:on 


Di:COY is a ccr.pact, auiet, fast, fiat platcn, dcsk top copicr dcsicr.cd 
for tho convcnicr.ce orientcd > point-of-nccd user. It ot i ero high ^ 
productivity with o>:eo3 lent cepy cuulity, including half-tenes and solićs 
on ordir.ory cue sheet mer. In additeon, it answors tho r.ccds Oi cno 
marketplace for a reliablc, sirr.Dlo to operate, lew maintcittr.cc, łn.^h 
performance unit that cen be plćcęd in any working cnviroment and operate 
on a standard 115 volt, 15 ampere circuit. 


Iarre iJocur.ent Confimration 


The large Docur.ent Ccnfiguration is a base DECOY dcvice with a 
factory installed document fceder cn top of the machinę to tho 
riglit of the nlaten. It enables tho copying frern originals 
ranginn in woight fron 13// to 110// caid stcck and larger tran 
8-1/2" x IM", un to 14" x 18". This, of course, acec:“.ooates_ 
the domestic 11" X 17" size and the International A4 and 24 sizes. 


Acccssories 


,*^ rW nrcecrtly beer.g ctreucd to 

further expand the placoments of DF.COY devices in both hortzental 
and vertical markets. 


Kirkot Stratny / 

DI/COY will be targeted in the 1,000-5,000 cepy por month market segment 
although placemonts aro orpected in higher volu:.e bar.ds due to umeue 
canbinaLion o: LLCOY features. 


This enviren 
nmibor of cc 


rant is prcsently bcing scrvcd by the 600, 720, 4C00, a lor^er 
„err.oetitive dcvices and, to setne extent, by decentralized * . 
Incrcasing ccr.vetitive valnorability of the Xerox preeuets hc-.s rosie «.--s *rc 
fcaluics d.f icicncios , in tho areas oi speed, size, book copying Cc.pcj— 
and operator involv 


y 


:nt. 


New P isin r o , Q--crnin /1 i es 

The attainment of ncw business is absolutely csscntial to achicvc the fere- 
casted gro..*th of the Xerox installcd populaticn. DCCci pluce..^nt st.aic.y/ 
plćices prima y cup:. usis cn tne realieation oi app.ouimatcly 601 as ncw 
business pluc;r.vents ovcr pregrem liie. 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extracts) 


* Kop! '".cc:" -iit Strat ~ v 

Although prinary c.T.phacis will bo placcd cn the attairment of DECOY now 
business placaT.cntr., to r.cct ovcre.ll marketing goałs, it will bc r.ecessary 
to also pursue a stratogy of sclectivo replaoenant of first ger.eration 
products. Since high vclvrna GC>0 ar..i 91 ^ ćevices, as woli as lew to rrodiuti 
volv.ree 7?0's, havc histericnlly e:\cerienced high cancellation ratcs, DECOY 
trąd o s v.dll bc enccartegod '..tiaro th.-se canoellntiens aro iteir.ent ar.d thc 
custcner ir, willin* to trade off scne cost in order to obtain thc highcr 
pc-rfortnance DECOY device. 


i barr.e PocuT.ont Cor.fi mjr.ition 


The DECCY LDC will be the first dcr.estic 
of copyir.g oversizcd cririn-als si::e-for-s 
top xercgrap'nic device to offcr larze coc 
rarketing srratery prescnrs uniąue cnallo 
heretofore i-rpcssible to realize. 


>:sropraphic copier/duplicatcr capable 
i cc and the first lcv; volut.c desk 
et.ant capability. The DECOY IDE 
nges and new business opportunitics 


* Pric in ~ Stra tery 


Tne DECOY 
strateg- t 
ccoicrs in 
DECOY will 


tricing stretecy has baon 
o oositicn seco.nd genarsti 
i the sas.o rarket segment. 

. appeal to the festures se 


ćevelopad v.’ithin the 
cn ccpiors a lor. psi de 

nsi"rive custcrner and 


cost/per: cr,tance relationship v:ith 


other Xerox and ccmpe 


ccntext of Xero>: 
first gereraticn 
icrr.ance segp.ontaticn 
raintain a ćesired 
titive copier products. 


Present plans are for us to offer the DECCY Large Doc-ncnt Configuration at 
a srali aćditional festures charge ($15) over the base DECOY. 

The DECOY KU? pricing strateg'/, consistent with that developed for the ‘lOOO, 
iKilizes a featuros charge and a single cost per copy for each of the three 
schedules. 


Schedule 

Planning continucs toward a January, 1973 IUO but recognibes a potential 
exposure c: up tc four nonths, if błock configuraticn and issue schedules 
are slipped and/cr fusing and reliability goals are not attained. 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 
Hi jor Pmrr.Tn Rir.ks 

Imnc.c Shnrrness 0’ulo) 

Rcliability: at IKO - 1 DI in 2‘tOO copics 

al Maturity - 1 DI in 7000 copics 
FLsinf, (scorch, srokę, odor) 

Internatieral Materials 
Photoi\'center 
LDC Schedule 
Dernestie Materials 

o Lew Density/Irr.-/ RH 
o Solid Area 


B. ALTATR 


Product Dcrcrfpticn 

ALTAIR is an elevated, r»vinr;-bin sorter with twonty bir.s cf 00 shoet 
capacity (2C paper), corrpect sir.e, auiet, field ir.stallabie cn the l :CCC. 
Rcliability ar.d iraintainability is bet ter thtn cn current serters. ;'cy 
features arc autcmtic collaticn of coth sirplc.x ar.d ćupiex ccpics frerr. 
ordered crip.ir.als ar.d a cor.venie:it unlcodmp, level. 

Profran Obi ort 5. ve 

The A! TATR trop ran will provide sirrple ar.d rcliablc ccllsting/thruput 
capacity, s*:;r.plcx ar.d dupie:-:, to the ćocentraliscd, cartml operator 
erwironrrent. ' lr.it ially,’ this capability v;ill Lc offered on the 11 CCO to 
strenęthen thruput cnnbility ar.d attract system work. With a further 
design effert, the ALTAIR cor.ccpt cculd be adapted to first £-:ncraticn 
duplicators. 

Market D : Tcrintio n 

The ALTAIR/ 1 :000 system is tarpeted at the 5,000-70,000 copy per r.ionth jr.crket 
sefpent. This market scrr.cnt bas expcricnced i: ■■ entralizat: n c: 

copicrs and incrcasinp cc.npetitive sorter activities. It is the judr.nent cf 
Product Pl-nainp th^t sertirr, capobility v/ill be a renu i r:m nt^ for ^presuet 
viability in the deccntrolizcd copyinc cnviroii’r.cnt o: the .mu-1370's. 

■w 

Market Str :*.( ~v 

ALTAIR stratepy stronę thens the U000 at the hiphor er.d of the D -centralize 1 
Rcproduction envir>o:tr.ent, attracts latcnt copy volu.ne throur/n system 
capability, on.i dccrouscs **000 c:.npetitive wilnorubility. Primry cnpharis 
v.’ill be pivcn to ir.ore.r.cntal r..w business :m ' the plac-'.': nt ci ALir.lR 
concurrently with the : lin :r ea. i.e':vi iir.ir." is critical i cyery ^ 0 
p]ctwd •: icr to Lh ac-ilubility is j ;cnt: illy a lc :y . u t — • 


*/CkOX NOi-J-TSCHNICAL 
CONFIDLNTIAL 


21 







E 878 

Ezhibit "A" Xerox 1972 Long Rangę Plan (Eztraats) 
Schodnio XEROX NON-TCCHNICAL 
CONFiDENTIAL 

ALTAIR 1M0 is scheduled for April, 1974. 

Major Prr-ryr. Rir-ks 

o Unit rar.uf acturing cost, v.’ith particular reference to 
4000 electrcnic parts rerrofit. 

o 4000 p roces r- or achievement of maturity roliability goals to 
establisn a viabie 4C00/ALTAIR system. ALTAIR broadboards 
are meeting introćuctory paper handling goals. 

o Itesirn and field ir.pl cr.ontation of ALTAIR retrofit to the 
4000 without adversely affecting the 4000 reliability, parts 
costs and installation tira. 


DET/JTLOr: TT !T PROCPAMS 

A. AGvrc I 

Froduct Descrintion 

ACATJl I ccrbines ar. rr.proved performance 4000 processor (ir.erovod reliabili 
cepy ąuality, ar.d cepy audity maintenance) v;i*th 20 bin sorting capability. 

Froduct goals include: 

o High system reliability (processor and sorter) - 1 IM in 25,000 cop 
1 jam in 4000 copies. 

o Optimized linę copy - consistent quality over 150,000 copies. 

o Lew service cost - $1.50 per 1,000 copies. 

o Factory built/integrated r.orting capability - 20 bins of 50 
sheets/bin capacity. 

o Power - 20 amps; 110 volts (including sorter). 

o Two prirary paper trays (500 sheets each) in addition to the 100 
sheet capacity duplex tray. 

o Unit cost - $ 4200 


* *■ J ^ f ’ i **• *" m e ^ . 

In? .7 y ren...ni i" - i;.j :\v. ellite c r-pi er/Jur.l i cat or location soruig 

t);-' ctiice cnvirc:::-.:jt, crrraUd ly casnel cr.rutcrr., and prcducin; 10,900 
30,000 ropie:-. : :r r.r.nth. 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 

Iinplc;r.cnt AGATU I with strntcgics uh ich will aUrnct decmtralicccd 3on~er 
r\ui lc:i"‘Ji and '•y~.tc.Tc. appl icnticns, yct perr.il the 2GC0 f< i.\ć 1 v a- " 

to co-exicl jn tka hir.h.r yolurta dccontrolizcd iviro lecticn vo’c ■>*** 
boncie. A succcłsiuI f.CluZ p: ogrom will c.lro icJ.u.o the nccc-rrity c: 
lowenr.g A.acJ anto thece voluma bancie to scrvc ocpectcd custcrr.or reouirtr 

Maintain erdstin- 4000 raclrnes in the 3,C00 to 10,000 era bar.ds, whilo 
convcrting sera 4000 pix.cc5r.ors into AGATES. 


Propra-n Plans 


o 

o 


Initiote AGATĘ I fcasibility phane to pravide o bosic enginc with 
superior reliability cr.d córy ąuality relative to 4000. "p^L—ry 
objcctivo is to ć?ccc:r.plish cfcjec.tive with róniral chonres frea 
4000 lora proce sr.or. Secor.dory efforts will be dirocted to 
developing nev; tccinolcgies, if necessary, to achieve significant 
improve;r.ents ovcr 4000. 

Revicw pogram and select viable approaches for basie engine and 
sorting capsbility in Fali of 1972. 

Dctcmine fcasibility of 4000 to AGATĘ conversion during prerran 
fcasibility phase. ° 

Start Prcgrcr Eefinition phase - April, 1973 
Targetod INO dato - 197£ 


Major PrcTc-n PJr.k s 

Tiie major program issues ccncem the vicbility of using the 4000 as the 
techmcal base. Tnese concerns are as lollcws: 

o The degrcc to which existing 4000 subsystem performance can be 
ortended. 

• The lcvcl of performance cchicvcd by the 4000 at naturity. The - 
technical and scheclalc rir.ks of the AGATĘ I pregran will'be 
lncreased if the 4000 is sigrdf jcantly belew its pcrfcr-ance 
specification. 

o The scopc of the changes to 4000 that care roąuirod. If they 
aix> c> : cerr.ivc then conversion to ACATE I ccniiguration rray be 
diffleult, cxpe»sive and pccsibly unachicvable. 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Eitracts) 


Product Deseri r»ti on 


Diorrond is a conr.olc ccnicr ccT-biniry an upgraded DECOY processor and 
irtograł scrrir.g cnrability in a single unit. The product will also havc 
jjiriwcd ccpv ocali ty, cepy cuality mintenance and reliability relative 
to DECOY; will handle a ful.l re.un of ceper ar.d ccntain ar. auniliary pater 
tray lor special appiicarions. A roli fcc-d opticn ray also be availablc. 

Product gcals include: 

e Service cost of $2 per 1000 copies 


o Sorter cerability (15 bins, 50 sheets/bin) 

i 

o Reliability - 1 EM in 15,000 copics 
1 jan in 1500 ccpies 


o Unit rronufacturing cost - $2000 
e Increascd design life - 600,000 copies 


Market Descricticn/Stratc~v 


Diarond v:ill sciva the 2000 to 10,000 copy per r.onth environncnt in the 
1976-1981 tire 1'rarr.e. It will provide an alt errat i ve product erploying 
proven techr.oicpicaJ. capabilities to profitably sowę the leuer MOOO/upp-^r 
DECOY cnvircr.T.cnt, thus elirdnatirg the necd to push the M000 dcv;nwara 
ir. the rrarket place ar.d DECOY up to a point of lacking necessary features 
and tiiruput capability. 


Diarrond, by virtue of its Iow iranufacturing cost, v?ill also close a gap in 
the product linę v:hich cculd arise in the lov:er volua>o bands. Firrtherrore, 
it wculd co-exist v:ith the l ;0C0 by offering a unique set of fcaturcs 
(sorting, LDC vs. auplcx, speed) thus er.abling potcntial custcrners to choose 
the appropriate product for their requircr.:ents. 


Progr.rn Phms 

o Conccpt Phase (1972) 

1. Deternine DECOY capabilitics at higher yolinse usage 
and extcnt of product upgrade reąuircd. 

2. Explove product configuration - devclop a viablc product 
configuration 

XEROX NOM-UCHNICAL 
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Ezhibit "A" Xerox 1972 Long Rangę Plan (Eztraets) 
Pfropram Pinu. -. (Conlinued) 

3. Dotemir.o potentiul for corwcrting bose DFCOY procesrror 
to Diamoivd. 

• Fcasibility Fhise - start in lato 1972 

o rntcr Design/iWinition phasc in Lite 1973. 

© Targeted IMO datę - mid-1975. 

Major Piv~’T.~i Lir’.s 



o Need to make rajor design and prcccss changcs to the basie 
DliCOY proce r s or. 

o Increasod pro~rm Life ccots and/cr unit ranufacturir.g certa 
which would rcduce the cost efficicncics gair.cd frem using the 
basie DLCOY angina. 

o Program rcscurces and ability to achievc IKO datę. 

o Market acccptar.ec of Piancr.d at 1200 ccpics per hciir rated rcced. 
Achievcr..ont ci reliabiii ty roals at inereased spccćs. May recuire 
ineroared rcan ratę and illuminaticn, a raster phctoreceptcr, a 
larger devc]cper hcusir.g, and paper fceding irrprovcn.er.ts. 

SAM 

lYoduct Pcrcripticn 

SAM is a smali copicr under develcprr.ent at the Rank-Xcrox Developr.ent 
Laboratcries in Fr.gland. It will offer bcok copying capability and fuli 
irage area, featur^s not presently availablc en the 660. The prcćuct 
utilizc-s SLIC technclc.gy. LMO is targeted for 1977, although the pcssibility 
of a late 1975 intreeuction is ur.dcr stuay. 

Product gcals include: 


o 

o 

o 

o 

c 

o 


15-20 ccpies per minutę output 

Unit Manufocturing cost of $ G00 - 0 GOO 

Kcliobility: 1 111 in CCOO copics 

1 jam per 3000 ccpies 

Servjcc cost - $ 5 peir 1C00 ccpies 

I.1 : irr/clY.: ;t XEROX NON-TECHNICAL 

CONFIDENTIAL 

Lcv: prv.’.r rcr.uirc.f. nt 


o Słi.irt v::»v.-up tir e (5 seconds ;;.ixi:.um) 
o MU.ti;Jv c.y *.... .Lility 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 

H De r.rri nt ion/Stratety 

n t s P 1 f Ln ? d 02 thc priflury Xorcx cntry level product of the nid to lato 
n * * ls 0:: -~ ccrod lo scrve lew volir.e, roint o: raed custcmors in 
the 0 - 2,000 cj.-n ran~c and build a trąd- bose uuon which Xcrx)x can grew 
in the futuro. ' Ł 

Tne Iow vo3isr.a, ccr.veni encc market prwides a substsntial errertunity for 
grc.%tn oi cur rcnrcciuction business. The SA’! nrocijct may provide the 
ve)uclc lo uttrcct this business as well as on aćditicnal pertion of the 
WorK currcntly prccuced tnrough the carbo.n tacer method. Ftu.ce and 
mar.ket stretegaes will be ćevelcped to crable* SAM to serve the fuli brcadth 
or customers in this enyiroitnent. 

Major iV:--ram Risks 

Program risks, particularly manufacturing ccst and Schedule, have beon 
ldentiiied. Fasks evaluations relating to systams latitude (elesed loop 
system) photoconductor ćofcrmability, plain-paper limtations of the 
SLIC process ano process rcliaoiłity aro stiil to b-e ccmoletcd. Probability 
o. program success unknc.-.n untrl Feasibility Fhase is comolotod (Dc-cemćmr, 1S72) 


b. P0\ ł C 


Product Dcs cri ption 

is conccived as a srali, Iow ccst, limitcć capability ccpier to Drovide 
a point of r.ecd rcproducticn capability at tne seeretoriai work staticn. It 
is based on the Delsy Tack Adhesive (TLTA?) prccess which has throe prir.iry 
Steps: cxposure, ćeyelopment, transfer/fix. The follcwir.g product gcals ‘nave 
bccn cstablished: 

• Ccnpact and uniąuc enough to fit into nlmost all electric typcwrirar 
locations 

. * Capnble of reproducing single sheet copios of up to 8-1/2" x 14" 
from tne rru jor i ty of originals created on a typewriter with output 
on 13-2C pound ordinary paper 

o Unit maj .ufać tu ring cost - $400 

o Manuał and autematie eony paper feed units with a consumables cost 
not to cxcced $ .01 per copy 

o Consic to ntly good copy quality 

o R-nwir, r.n vr.m-up, first cc; y to ha de.liv-;.*vd :n l-.r . th n 10 t • 

o Cips.bh cf th.u Ing a 11S volt, 1$ arp Circuit willi en clcctric 
typc-wrnier 

XEROX NON-TCCHNICAL 
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Eihibit "A" Xerox 1972 Long Rangę Plan (Eztracts) 
Pnoduct P^rrrjnticn (Continucd) 

^ • Rolii.blc, having no mero than one jam rer ccnth «:d cne seivice 

cali per ycar dt a yoli-T/s cf 500 copics per rr.ontli 

^ ° Vcr V simple lo cpcratc and mintain Ly the average sccrctary, 

^ •£> casual operator. 3 


Mtrket P •rcrirttcn 

ple P0..C :.vakot :s_a convenicncc m:xł;et pnoviding crcati ;n, proof, limited 
lntcrnal custriauticn, and file copics frem the secretaiol v.ork staticn 
and other totally ćcccnrralizea point of r.eed locations. 

A segment en this .markot is prescntly being scrved by rerbon rener and 
to a lmjten C/.tent, generał Office copiers. An additic.nel cćoy vol 

opportunity, identified as latent "working" copi.es, has Leon heretc r orc 
unreelizcd. 

The total op pert unity for PO.'.'C can be cornelated to fcoth the offic-' 
cataon pap er r.ar.ret and the elcctric typewriter pcpulaticn. 

MvtbflfV? tCd th f apprexiMtel y 120 Milion copics werc crccuccd in 
19/1 on offu.ee carbcn paper. 

Jlic dcetric typavritc.r populaticn has been identified as rccreser.t~tive 

^hirh G p—- 1 A--\ £ u d COn Y cr * 1 7 lce P° rtion of thG Office envi.rcnr.enT . to 
1 ^h 1 "" “f ton,:, „od. Carrcntly, the U.3. elcctric f/cewriter 
popula.ion is estiurated at 4.6 million units, and forecastc-rl* to cx and 
to 9 milion xn 1975, 13 million in 1980 and 18 milion in 1985. ' 

Sbratepy 

F0h'C is viev:ed as the yehicle with which to r\?voluticnizc the secretarial 
VKirk arc*a, attract business frem carbcn oaper and serve the r.eed fo" wc ł <- v r 

copics. It is expected to operate in the 1 - 300 cpm ronre and to yielc. & 

fcyerage rcvcr.ues of $15 to $25 per rronth. 

Additioml ly, PCi.C v.’ould establish a ncw market fcesc by prcvićir.r, a carability 
VJiioh is l eycr.d anything planned for evcn the sin.plcst c; generał usc ccticrs”. 
Sc-) ifdulc 

• ». Tary.ctcd Ccmnlcticn P-ate 


o Prcgram Start 

o PO::: r: i:v: Poyiew - tochnical status, 
patc ir, stuiuu., a..i pi o lir. i. r a: j financial 
an .ly. ir. 

o C.. g . law.-cff 

r.n !y h, c •... h •*. - j. • .rt 
■o (V: • : ■ y fc.ur 

t(f;.j • • ; , ; ; . • • ; :r — 

r, : " - ■ • • ' ■ • s«t . ■ •' u i 

pi*1 o; 1 x .ji j.i Ly i .i.::c 


3/15/72 


11/72 


12/72 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 


Schodnio (Continued) 

Tarpctcd 

L 

• Conplcte tho ćcvelopmcnt of prelinunary 
Marketing, Strateg 

o pc:;c business Kovicvł - results of TechnieaL 
Revic-.; and -'rei: Placcr.ent Fcrecast 

and Financial Ar.aiysis - oo/r.o go ćecision 

• Feasibility Fhase Proposol - start Feasibility 
Phasc 

• First production yoar 


Ccmlction tato 


12/72 

12/72 

1/73 

6/77 



Ma lor Program Risks 


Several risks should be noted: 

o Based on a prelininary patent soarch, a right to use problem could 
exist rclative to the DETAP process for PONC 

o A ba d cup technology capable of fulfilling POIiC reąuirerr.cnts is not 
availeble. 

o The ability to produce a POIIC machino at costs fcasible fcr the tar 
market and yet cccrpatible with machinę Controls rcąuirements ar.d in^ 
latitudes represents a major challenge and may not be achievable. 

o While tochnical problrcns can be expected, the prirury ccncern is 
product feasibility rather than process feasibility. Inability of 
Delay Tack Adhcsive Process (DETAP) to staisfy PONC rcąuirements 
woulć leave only limited application applicable to the DETAP . 
tec) mology. 
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XEROX NON-TECHNICAL 
CONFIDENTIAL 

VIII. RFS01IRCI: ANAI.YSIS 


ri:soi';ut. sii\ri\RY - ovi pa j i:w 


The rcr.curccs proicctcd thrcugh 19551 in t!io 1972 P.f,r. Division l.ong Rangę 
1’lan cxcccd $1.4 billi on. The follot.ing chart outlines the projcctcd 
spending, Manpower, Spr.ee and Capital rcquircr.ents. 


• 

Ac tn.i! 

1**1 


l“: ‘-T r* .1 - P*: : !: * C t»ł 

i'.:: 
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Figurę 1. Resouree Sur.rr.ary 


ROT Division spending js planned to grow at a N .12« compounded ratę through 
1981. By then, annual e\penscs of $217 i.iillion are proicctcd, nlmost triple 
the 1972 outlook of $79.1 million. The r.anpov.cr and facilities growth for the 
1972-1981 period is planned at alnost thrcc tines the currcni Staff. 

Detnilcd spending proicctions for R5E Dirision progrnms are includcd iń 
Exhibit III. Addilionally, planned and proposcd product introduction 
dates are includcd in E.\hibit IV. lndividual product descriptions are 
containcd in tlic Appcndix. 


SPENDING ANAI.YSIS - D1VISI0N SPENDING 
Annual expendilurcs are as follows: 
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Figurę 2. Total Spending 
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Ezhibit "A" Xerox 1972 Long Hangę Plan (Extraats) 



XEROX NON-TECHNICAL 
CONFIDcNTIAL 


tutlnrti Are»i 


Teclinolojp 
Tech Support 


Occupjrc i 


rrttOA 


1972 '71 '74 ' 7S 


• JJ • 79 *;j 'CO 'SI Ye*r» 


Figurę 3. Spending By Catcgory 

Business aren program spending grows fron a 1972 levol of $47 million to 
$132 nillion in 1931. This catcgory represents ovcr 60^ of total spending. 
There aro, howoror, shifts in the allocntion of rcsor.rces within the Business 
arcas between 1972 and 19S1. This is shown helów. Figurę 4 shows the 
perccntagc sliifts and Figurę 5 shows the doi lar lcrels. 




Derm Cent Color Ce p tn[ litero f»«/ 

Itepro Repro Frint Craph ł«fo Froc 


Dccen Cent Color Corp (uf Miero 
Repro Rop ro Frlnt CrrpH 


Tji/ 

lufo Frce 


Fig.4 i of Business Arca Spending 1972/81 Fig.5 Business Arca Spending 1972/31 

o Dcccntral i:cd and Central ized Reproduction maintain tlicir combincd 
absolute lcvcls of spending at $55 million, yet dccrcasc by alir.ost 
two thirds as a pcrccntagc of total Business aren spending. At 
about 15*s in both 1972 and 1931, Color incrcascs in absolute spending 
froń $7 nillion in 1972 to $22 nillion in 1981. 

o The Sv:.te:s arca, the Info:v..it i on Froee-.s Business are a in parlicular, 

. • •• • •• •.ii' 


inert. es at .i c •. 


. .: :<a:.e o; : a : i ! 1 . 


in 1972 to a levc! o- >V1 : illi.n in 19 • I. iliis rat** ol im*ivt;e 
i l: !i e.:t t’m*. e. •' i : . i hein". !• :t ot »•:*. ’ :.'t and tu’, . 1 'iw*. to >rt 

tle lnf.>r • t i <*n Proerss i ng eoeecpt .**. and hardware rorui row.ent •* in the 
lale 1970:; and 19SM:t. 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraati 


1'kODUCT PR CG 1 ' V! UrSCRIPTIONS 


XBt0 * kon nru 

Con ^nt^' Cal 


COPILdS/bUPLICATćRS 


Curront Copi crs 

The Curront Copicr Products Scction includcs the S13/G60 "dcsk top" and 
the 914/720 Conrolc l'a;.iilics with thcir acccssorics and r.odificnticns 
(including Cc::et). Thcsc two familics of copicrs primarily serce t!ic 
lov;cr volur.ic markcts. 


Dup] i cators (Ilasc Casc) 

Tliis program proridcs cor.tinuing minor product improvcment and Mnnu- 
facturing/iicld support for the 2400, 3600 I/11I, and 7000 duplicators, 
and all cum nt acccssorics. 


Dupl i c ator s (Strateg)’ Incremcnt) 

This program is proposcd to opon tho duplicator systcms market for 
curront duplicators (2-100, 3600 I, 7C00). lt prorides copy quality 
improrement short of major duplicator redesign, and tv.o high rolia- 
bility acccssorics: a ncw sorter and on iiaprorcd documcnt feeder. 



Du plicators (Forward Dcvclopmcnt) 

This program anticipatcs a requiremcnt to hołd the upper end of the 
curront duplicator market into the 19S0's with tlic 7000 main frame. 

An approacii is proposcd for high reliability proccssing and the ancillary 
operat ions aimed at systenis appl ications. 


i 

i 

! 


1 


Peco y 

A compact Iow cost dcsk top copier with solid aren and light density 
copying capability operating on a standard 13 arp 115 volt circuit. 
Decoy's high reliability and light image capability arc targeted at 
docent rai iccd point of need copying reciuiring mi ni mai customer in- 
volvencnt. A Largo Document Configuration will copy documents up to 
14" l.y IS". 


1 
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XERO rov ON - TSCHN 'CAL 

CONF/DEM7/ AL 


4000 

A compact high spoci consolc copicr with solid aron capability to givc 
a competitive performance cdgc in narkcts prcscntly scwcJ by thc 014/ 
720. ę.iict and co:n::ucnt operation along with autcr.ntic duple.x 
capability will cna.le the -1000 to orcrlap Iow volune and deccntral- 
izcd duplicating mariets now scrvcd by 2100/3600. 


Altair 

A sorter accessory t? be used in conjunction with the 4000 to provide 
increascd utility ta high voli:;?.e uscrs, thcrcby expandins thc 4000 
market. 


Agatę 

A 4000 upgradc to prrvidc improved reiiability, better copy qunlity 
and copy cjuality r-al-tonance with lower service cost through e.Ucnsion 
of currcnt tcchnolc; : os. Agatę will provide a base fro:n which aiditional 
fcatures (c.g., rciliirtion capability and an autor.iatic docuncnt feeder) 
can be added in subscouent nodels to cxtcnd the market position 
established by the 4000 and Agatę. 


Diamond 

A performance upgradc of the Dccoy system, to havc increascd copy 
qual i ty, copy quality r.aintcnancc and reliability at higher throughput 
rates in a console copicr. Additional fcaturcs may inelude an automatic 
feeder, sorter and roli paper feed. Lower servicc costs will enublc 
Diamond to inorc profitably servc thc lower 4000/highcr volume Dccoy 
market. 


Sam 

A smali, Iow est, highly rcliablc copicr for thc Iow volume scctor of 
thc copicr market (r.ionthly volu:nc of 300 to 1000 copics) intendcd to 
permit penctration into thc smali volumc market. 


Ponc 

A Iow cor-t, Iow power requirc.ne:it, copicr to proridc copy facility at the 
sec r.*t ar i a 1 werk rtalicn, 11 cnc.i.h to easily ]' lr.ee v. i t li any clcctric 

: * ' ’ • •> !•' . wir .' ceMV'Miieive to thc secrot.ay to 


l* 
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XEROX NON-TECHNICAL 
CONFIDENTJAl 

Ardri 

A high spocd duplicator system to establish a position for Xcrox in the 
h i oh \o ] ii to duplicator market through copy qunlitv apprcnching that 01 
printing, sol i cl ar ca rendition and automat ic inrut docir.ent 
feeding capii>i 1 ity. Ardri will also c\paml our positicn in the o.ei.r 
and Iow Yolune duplicator narkets through high reliability, manuał duplex 
and automatic output sorter Systems fcaturcs. Ardri providos the base 
for an antirc faniily of vcry high performance copicr/duplicator systens. 


Amothyst 

Building on an Ardri base, a performance and featurc upgrndc with incrcasc 
in reliability and copy quality maintenancc and lowcr scrvice ccsts. 

Added features include zoom optics for reduction copies, automatic two 
pass duplcx and inspection copy. 


Tri ad 

A fcaturcs u parado of Ar.cthyst to acccmodntc nicrofilm input and On¬ 
line output compiling, stąpiing, and stacking. The program includos 
a separatc camera proccssor to producc a dry-proccss r.icrofilm inter- 
Dicdiate from original documcnts. 


CoCo 

A smali, slow, tablc top copicr, operating on standard 15 amp, 110 volt 
Circuit. Dcvclopcd from a 660 base by luj i Xcrox, program consists of 
convcrs.ion to U.S. market rcquirements. 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extracts) 

XEROX NON-TECHNICAL 

ii. DiyisiON’ oyrmr.w CONFIDENTIAL 

The strength of ihc RJiE Division is guaged in its capability to ncet objec- 
tiycs. Thcrcforc, as we introducc plans for the futurę, we will state tlić 
major cbjectivos o* the Research .and Er.gincering Division and corr.nent on 
the approaches and resotsrees bcing applied toward their nccomplishncnt. 

Our objcctivcs which support the basie business strateg/ arc: 

• Maintain tcchnical suprcnacy in the copying and duplicating part of our 
business -- the "hcartland". 

• Providc technolog/ e.\pansion and the products to cxtcnd the "hcartland" 
to its c.\tremities -- fron Iow volur.e copying to high volur.c duplica- 
ting, to penctratc the color rcproduction market, and to apply xcro- 
graphy in othor uses (e.g. Iow volume deir.and printing, Computer print- 
ing, etc.). 

• Dcvclop ncw tcchnologics to penctratc the docunent crcation and distri- 
bution segnents of the inforr.ation processing/conmunications markets. 

PEOPLE S- 

The real strength of the.RfiE Division rests in the tcchnical capability 
of our peoplc. This professional staff, representing 9S-, of the world's 
Xerographcrs, compriscs a proiicicnt tcchnical coir.munity. Thcy possess 
extensivc knowlcdgc in a varicty of fields, such as materiał Sciences 
for under stand i iig pnotoconduct ion, polyncrs and elastomcrs; optics for 
prccisc image capturc, convcrsion and transfer; and mcchanical design for 
conplcx clectro-nechanical systens and assemblics. We arc continuing 
to build upon this foundation through the nddition of modest numbers of 
engineers and scicntists sclectcd for creativity and technical/r.anagerial 
potential. 

INNOVATION 

A basie ingredient in any rcscarch and devclopment effort is the ability 
to scarch out, identify, and dcvelop ncw tcchnologics that can be conv<irt- 
ed into markctablc products. This is truć at Xcrox cspccially as it 
applics to our entering the color market and devcloping tcchnologics for 
products to penctratc the broad arcas related to inforr.ation systcins. 

Ncw teclinology dcvclopmcnt is enhaneed when crcatirc peoplc arc 
involvcd in acti\c ccrmunication -- in the cxchangc of idcas and con- 
tinual fccdback. One of the most scrious challcngcs we face is providing 
the cnrironmcnt to nurturc crcativc idcas in a large and growing 
organization. 

Rfil. r.ar.agcncnt has taken scvcr.il steps during tłie past year to strengthen 
this l.ir.d of process. At the bnision lc\el, Tcchnical Councils havc 
bcen for :•«!; within tkt l*cvfh.v ont l'v i ricnt Technolog)* Centom h.ivo 
l'ł..n c:t.:'.'l i ..r.d :n li .1 senes c: r.iiions h.ue becn initi..lcd 


- 2 - 
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Ezhibit "A" Xerox 1972 Long Rangę Plan (Eztracts) 


XEROX NON-TnCHNlCAi. 
CONFIDENTiAl 


V. REPROPUCTION AND'COLOR 


OVERVII:W 

Since thc devclonrcnt of the first thrce major xcrographic products 
(813, 914, and .1100) which yirtually shaped thc Iow, medium and high 
volumc copying market scgments, broad strategics for maintaining our 
business in this "heartland" l»ave bcon dcvcloped, rcfincd and cxpandcd. 
Most significant of thesc was Strategy Q which callcd for sccond 
gencration successors for thc S13/6f)0 and 914/720 and for a duplicating 
system to dcyclop ncw business in the high copy yolur.c market scgments 
above the 2400/5500 fanily. This strategy with sore modification led 
to the establishment of tiie Decoy, 4000 and Ardr programs. The 
ireportant conccpt of the major product upgradcs or yariants was a 
significant addition to thc product strategy and has resulted in the 
establishment of the Agato, Diamond and Amcthyst programs. 

The present strategy rcmains as defined in the 1971 Long Rango Plan to 
continue growth and deyclcpi.ent of "heartland" xcrographic copier/ 
duplicator product lines and to cxtcnd fron thc "heartland" into Iow 
Yolur.e copying, high yolur.c rcproduction and color reproduction. llow- 
ever, ncw Information indicatcs that thc present first and sccond 
gencration products, with appropriatc upgrad.es, will remain in 
the iiarketplacc thrcc to cight ycars longcr than projcctcd in the 1971 
LRP fcrcast. This has ma dc it imperali\e that thc performance goals, 
prioritics and schcdulcs of thc sccond gencration yariant programs 
be rcconsidcrcd. The importance of bringing out thc remainder of the 
Sccond gencration products on a tir.ely basis has not dininished, but 
thc pressure to achicvc rapid r.anufacturing volume buildup has noderated. 

The product envi ronr.cnt, kcy tcchnical strategy issues and Rf,U response 
lo thesc issues arc detailed for the Deccntralircd, Ccntraliaed and 
Color Ucprcduction business arcas in this scction. You will notę the 
inerensed attcr.tion to reliability, r.aintainabi 1 i ty and copy quality in 
thesc discussicns. Also, the developr.ent of cxplicit tccluiology 
Strategics for thc critical xcrographic cor.poncnts and subsystems of 
our r.achines has becn idenlified as a major target. Thesc strategics 
will form the basc upon which the rclcyancc of our tcchnology efforts 
can be cvaluated. 
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XEROX KU.M-TECHNICAL (- 

CONFIDENTIAL - . 


DECENTRAL17.EL. !*EPJU)DUCTION' 



De cent rr li.*: 

Rsproducii 


Environrcnt 


\J 


Market Sumarv 

■ ■ ■ ■ . f— 

Convcnience .copying by unskilled operatora, at copy volur.es up to 
25,000 copics/r.onth constitute the bulk of this r.arkct, although 
occasionally highcr volur.cs aro found. Xcrography is the dcninant 
technology betwccn 1,000 and 55,000 copics/month. Delów 1,000 
ccpies/ronth, the cost of fully automatcd xerographic rachinc systens 
becor.es too high in coinparison with ElccLrofax, the principal com- 
petitivc technology. Above 35,000 copics/month avcrage run lcngths 
incrcase to the point wherc the convenicncc, flcxibility, and short 
run throughput advantages of xerography are gradually cancelled by 
the 1 ower expendr.blcs costs and high ir.age quality of lithography, 
until at 150,000 copics/r.onth lithography is corpletely dominant. 

At vol u.-.cs abovc 1^0,000 copics/r.onth, only 1.4°., of the total copy 
V 0 -ur.c in the U.S. in 1971 was produccd by Xcrox eouipment. Input 
col Kation, which carnot be dene lithographically, raises the upper 
linit of econonic and throughput advant;;gc for xcrography to sor.e 
cxtcnt, but it is difficuJt to achievc with sufficicnt reliability 
with uncontrollcd full-sited paper input documents. 


Much of Xcrox*s basie patent covcragc is cxpiring. 
xerographic r.achinc syster.s aro higiily cotplex, int 
cise and require significant know-how to achieve hii 
in an ccononical design. As a result, the first cz 
conpctition have produccd machincs with uniirprcssiv; 
charactcristics, prir.arily from Japan. The exccptx 
8700 which corpensatcs for its Iow copy ratę, slow 
and relativcly high r.ianufacturing cost with excclle 
quality,cxccllent copy quality r.aintenancc, and sup 
all achicvcd through superior engineering which was 
on prccisely thosc charactcristics. 


l!owevcr, 

cractive and pre- 
gh perforr.ance 
forts of the 
e cost/pcrformar.ce 
on has bccn the IBM 
first copy tir.c, 
nt linę image 
erior reliability-- 
obviously focuscd " 


A second IBM devicc is expccted to reach the market place at about the 
end of 1972. Its copy ratę is anticipatcd to be iit the 25-40 CrM rangę. 
Othcr performance charactcristics arc not known at this timc. 

Tcchnical Strategy 

Product Planning fecls that the first generntion products will 
hołd in the market place ruch lor.gcr than was anticipatcd 
last ycar .ind thr.t the builJ rates for the second gcncfation will 
prób ab ly bc slc-wcr, lor llC-ii this rcans that the first generation 


k 


ii C) 
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products should bc rc-exnmincd morc carcfully to sec what can bc donc 
to ii:,provc thcir rcliability and rcducc servicc costs. Inprovcr.cnt 
prograns which wcrc forr.oriy rejectcd bccausc short produrt lifc nade 
thrn not worthwhilc nay now be nuch noro attractivc. 

Thcsc trcnds also ncnn that the objcctivcs, priorities, technical 
st ratcgics, and sęhcdulcs for thc sccond generation variant pvograins 
must be rc-cxamincd. Accordingly, a rcvicw of thc tcchnology programs 
against thc nccds of thc sccond gcncratio variants is nccdćd. This 
rcvi \\< nust rcasscss tcchnology spcnding if the sccond generation 
variants should bc uclaycd. It should also lay strong emphasis on thc 
potcntial inpacts of the various tcchnolcgies on thc rcliability/scrvice 
cost aspccts of the sccond gcnoration, sincc it is in this arca wherc 
thc cffccts of high strcsscs on thc sccor.d generation jnachinc Systems 
and thcir narroucr opcrating latittidcs are most appnrcnt. 

Xerox is still serving thc below-1,000 copics/nonth market poorly. 

The IiPG Smali Copicr Cormnittce which was forr.ed in Sentcnbcr 1071 has 
rcachcd thc conclusion that it is not nossiblc to obtain a xcrographic 
copicr w: tli thc traditional teatures (book copying, multiplc copy, 
automatic paper feed, etc.) at Iow cnough unit cost to be rcally attrac- 
tivc. Study of machinę nanufacturing costs indicates that a -largc por- 
tion of unit cost is associatcd with tliose traditional fcaturcs. Con- 
tinuing strateg)' cvolution is rcquircd to dcterninc an optimum tcch- 
nical approach for thc nccucd smali copicr. 

The grcatly incrcascd sophistication, complcxity and prccision of the 
sccond generation products and the difficultics encountcrcd in im- 
proving thcir image quality maintcnancc and ovcrall rcliability have 
madę it obvious t!iat major inprovements in performance for futuro 
products will rcquirc technical progress on many fronts. REE has as 
a challenge thc devclopncnt of a balnnccd technical strategy uh ich 
addresses thc xcrographic corc■techno]ogics - Photoconductors, Ucvclop- 
ment, Materials, Fusing, Clcaning and Transfer, 11lumination/Optics, 
and Paper llandling -- the Input/Output functions (such as sorting, auto- 
matic documcnt handling, image buffers, etc.) and its own cnginccring 
and design skills. 


XEROX I\ON-TCCHN(CAŁ 
CONFIDENTIA1. 


Plans Sm •• a ry 

© Technical Pcrr.ncct ivcs - Product Prograns 


The ma i nstays of thc first 
and .>(>00 -- wcrc devclop..l 
technical ba:‘i' for tiiir. sc 
of op.n casc : ! xoro ;rn; ; y 

dllCIS. i li c i l.C i I'. . p 

up .:v i i labie . I.**.!’. - : 

coi.ductor:;, nu; derolopcr 


generation product linę -- thc 660, 720 
as upgrades of thc S13, 011 and 2-100. The 
rics ui upgrad-.-s was the un.!er-ut i 1 izalion 
•• ;i Jt w. p:\ictick.l i u the ori giaal pro- 
•->‘»i ci the u* g radej pr.Oiets si ly uscJ 
u’th no n-.-i ! to d* v.*lcp ;‘a : ■ r photo- 
i itcri.als, new ch-aning or fusii. ; syst 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extracts) 


JSSUi: - ORGAN IZ AT 1 GNAŁ STRUNGTIIS AND t.TALMISSLS 


XEROX NON-TECHNICAL 
CONFIDENT1AL 


l\hile consi dorabie strengthening of the dirision bas bccn achicvod 
in the past yciir, additional irprcYcr-.cnts will be songi, t to bring the 
divisir;i ,r structurc and style in linę Kitli the nissions of it? long 
rangę plans. 

As divir.icn capabi13tics are dovolopcd, one hcy issuc ir br. lanc i nr; of 
power and cfficiency. Thr.t is, how to focus high lcrcls of strcr.gth 
in criticnl nrcas vhi!o naintaining principlos of efficicnt rcsourcc 
allocatioa. Ar.other hcy issuc is inprorcd bclancc in the distribution 
of dcpnrtrcntal nissions, spans of control and rcsources. In rclntion 
to R5K's role in the larger ITC c ou r. i ty, isstcs inc.lude such arcas 
as the deve 1 opn.ent of inforr.iation systens and International proćuct 
devc Jcpi,;ent. 


llno.ucstionnbly, tlić division's prinary strength is its collectiec talent 
and experier.ee. Scvcral rcc.cn t orgr.ni cal icnal steps havc bccn n i mc cl 
nl ir.nrowd focusing of this capabili ty: the forr.ntion of Technology 
Centers i. i i h concenl rat cd expcrt ir.e ; Tcchr.iCal Councils '.T.cre co:.:'on 
problcr.5 r.r.d. rciot ic :.s are rl.areJ; dc central i :at ion cf reliability 
support; fi:nctional transfer of selcctcd photoreceptor c!cvelorr.cnt 
actirities fren UI.D to Dl); and TAD operat iors rcvicK responsibi li ties. 
Other step?, such as the format ion of the TAI) Planning Staff also are 
aii.:c-d r.t long-tcrra advantag.es . 


Inprovcr:ents in operational style and efficiency have bccn nade, and we 
are planning for further progress in thcsc arcas: a moro analytical 
approncli Kithin the tcchnical proccss has bccn cstablisl.cd and is pro- 
gressing; nanagcircnt devclopn.ent prograr.s havc been initiated; cnginccring 
sl.ills are bcing upgradcd; the use of cor.putcrs is cxpanding; rcatcrials 
and proccss ch.aractcri rat ion efforts are underway; strategie planning 
proccdnres are cvolving. 

Kc are faced Kitli irportant challcngcs, and our plans to mcct them can 
be surmari;ed as follot.s: 


• Spans of control. 

• Irbalnncc in occounłabi1 i ty vs. rcsources. 

• Korć cffcctivc ratcrials dcvclopi;.ciit. 

• Propran/fur.ct i onal r.atrix r.ar.apLT.cnt, 

• Pcrclop Inforration Systcr.s capability. 

• lntcrnatina.il Htt. 

t I . , . r »1 1 t < . t li..t. 

9 "i. iC-1 . i , nt • 

SOCI Ił , 


Rcstruclurc RŁC. Mid-1972 
Restrurture RtE. Mid 197? 

Rcstruclurc RtE. Mid-1972 
Rcstructurc RiE. Mid-197? 

l)cvclop stratepy, orpanitation, stills, and inter- 
1TC rclationsliips. 

ticrclop Mratepy, orpanizat icn r.nj \ rop ran rts;cr.- 
sit-i lilie!., st ..r.Jards ar.d p:rcid jus. 

1 .1. ...c .! . 1 fu : . r. .t i. ot . 

t i i i t ..I i i :• ; i >: ui> er ii .i R; iii.*. : jt i •! p : . : . 


I* • t Ii’, f! . rii \ r r . t \ o.i t. i, t s .u..! «*t! .: 
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1SSUC - l'KO!'I’ir.T.\RV TliC!IN 1 CAI./PATEST PI.ANNTNG 


lt is a major rcsponsih i 1 i ty of the UfiH l)ivision to dcvclop a strony pro- 
prictary position in technologie* vclevant to \crox intcrcsts. Th is ob- 
jcctiw i. acco - ni i siieJ by worki:v, with thc Corporatc P.itcnt Depart-.ent to 
cstablish patent protcction lor tcchnical dewlopment s, i:ncntions ani 
discoYcrics occuwing witltin thc division. Stratcgics rcgarding patcnts 
fol Iow frcn stratcgics rcgarding product and tcchr.ology. 

Since xcrogrnrhic technolog)' is raturing, sińce fornidablc compctition has 
dovelopod, and sińce we have entcred a period when many basie xcrographic 
patcnts are cor.pl ct i ng tlieir cfi*ectivc lifctir.es, t!ic focus is shifting 
away fron pnssirc reliancc on prc-cnir.cnt patent protcction towarJ tcchnical 
mastery of xcrography. Although somc inporta.nt ncw patent protcction may 
result fron centinued research in this field, it is apparent that th.c co:n- 
pany's conpetitivc edge in xerogvaphy will fron now on be naintaincd by 
its ab i lity to cffcctively innovate, dcYclop, producc and market advanccd 
produets. 

Beyond Neregrnphy, therc are many tcchnical fields (soch as watcrless litho- 
graphy, rhoto-elcctrophorcsis, elcctrostatxc/gravurc (SklC) iuaging, buffers 
and displays, etc.) of great importancc to both the rcproduction business 
arcas and, to an cxtcnt, the systeras business areas. Yigorous efforts are 
rcquircd to cstablish stron;; patent positions in such tcchnical fields, and 
this can be done in advance of coraplcted product/tcchnology stratcgics. 

As the cor.pany proccctls with plans to enter ncw business arcas, thc task of 
dcvcloping menningful ncw proprictary positions is a formidablc challenge. 

Pd|i : . Division ranagci.ent is awaro of its responsibi 1 i t ics and has begun a pro¬ 
gram ained at upgrading our position. The objcctivc is to providc, in con- 
junction with tb.c corporatc patent department, proprictary positions in dc- 
liberatcly ciioscn fields of significant technolog)'. The approach is as follows: 

o Idcntify and sclcct fields of importancc for conccntratcd attention. 

o Dcvclop information about each field, fron a proprictary viewpoint, to cstablish 
an Information base on proprictary positions - ours and conpctitors. 

o Asscss thc information base in relation to our capabi1itics and out linę spcci- 
fic j.l ans to providc ccrtain ncw proprictary positions including "planncd" 
iment ions and patent coveragc. 

• Rccommcnd appropriatc courscs of action to Rfif- and Patent Management. 

o Focus thc attention of Rfd; and Patent managcincnt on potential threats or oppor- 
tunities rcgarding proprictary positions. 

o part: :• i:e in thc "1 ani ng and rcview cyc los of technolcgy ar.d product progr.ras 

l O *! -*» • U •’ v li*' 1II l «' . • • • i • • l v ' * !••••• * * • | i - | i A .V .. . i V * * . V. • 
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Whilt: P roV1 ’ous forrcnr.tr. bad su^os t od that Xcro:< would be joiuod by RC vc'nl 
non-offsct compotitors in the lov.vr port fon of tli i r. sep.mcnt, tliir. han not 
hnppened. Cmi ciit conprtU j vo forccasts predict that 1 l'.:i du-licntor% in l f, 7 1 
and J 976 will be mir only major non-l i thogr.-.phie co ,;>cl i l ion‘ l hroup.houl ti,« 
ccn e. It is, thcrcforc, no lon£cr necessary to obsolctc our curront dupiirn- 
lors v:itli AUDRI priccd to attract trndes. 

AUUK1 C/l) will h c kcpt liip.h in tliis market segment aimcd prii.nrily at the 
marltcl from 90,000 to 150,000 copics per nonth. Klnie it appoars tlint thert 
is romc vcvcnuc lost by liniling ARDIil to the upper portion of ihis band 
t )s c>:pcctecl that profits will benefit by kecping ry.istin- preduets oi/lurc 
and promot my only thosc trades which arc most profitable. 

Our market objęciive will be to profitably ineroase our placonont thromh 1 0 } 
cyen as compctition inereases. Our goni is A27, of this market, consti tuL i.v'V 
JA growtli in Xero>: copy volume which conpares to 67. for this mail.et. 

As can be scen fron the chart bclow, willi the abovc stralcgy no price act<r 
is rccormnendod until 1976. It is ospeeled that by Hien, howcvor, li::i wit.ii *> 
lis Iwo dupl i ca tors, as woli as improvcd hybrids and offset systemy, v;ill 
be compcting most offectively with our currcnt duplicators. Without price 
action, our share decreases from 357. iu 1976 to 297, by 1981. 

?}.Q3P fo iso . ppj r rx 


u • 37 

i , 

fc 35 


'v w Btic Cne 
V 

\ Cnstiit 
\ frlclnj 


1971 197 ? 197 ) 15 ?; 1975 1970 1977 197 C 197 ) 19 . r O 1 SŁI 

Soreral hro.ul :.t rai o;,i c pricin" actionr. nimcd at the 25K lo 1 50K Cl'.'! n. u!., t 
aro 1 'lanucd whfrlt \*i ! 1 mi. Mc ur. to mitipale the pro fort cci Kur. of slu.u 

‘ 1 ■ *• • • • • 1 , '' t , ‘v ’. 1 t : |P k . i. u , ,1 i : • | : . . 

f>nei.:l l'i i»' 7 u.', s t i1 1 i < .. ńuJ tlint spoci ile l i i i uiidc r t .• !. Vn to ar<.. . ' 

tlu - ii »il.et o.* jec t i v> wi 1 1 , of oourse, Ir l em.pored by Ibcn currcnt c* 1 i • t • 


«; lUduct i.Mi of /.KitliI C/lt tai uii.ii.i in 1 *17C». 
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o Rcduction ot' 7000 minimum by $100 In 1977. 


o A sccontl rcduction of ARDRI. C/D minimum by $100 in 1979. 


The pnrposu of Lhcsc nctions is to adjust to market 
strategies undcr cons idem t Łon in the Slratogy Casc 


conditions. Ot hor 
aro describod helów: 


It is believod that tho e:<pcctcd IBM duplicators will be fenturer./input 
oriented mchines. Current prodr.cts (7000, 3600) will Łhcroforc necd 
iinproved reiiability and features if Lhey arc to corrpctr effectivoly 
withuut additionnl price action. Undcr considoration arc generał copy 
quality/rellability improvcmcnts to both units. Prcliminary discussiona 
havo also been hołd relativc to improved sorting and docunent handlinj* 
capabilities. 


• The developmcnt of nn ARDRI "duplicntor/copicr" (D/C) price plan 
would make ARDRI nvailable<* to customcrs witli 50,000 to 150,000 cpm 
dcmand, includliig some copyinjj v:ork. Such a plan would nilów thc pro- 
duction of siiort run lengtli work at conpetitivc priccs and would also 
be attrncLWc for longcr run appl ications. Tliis stratcgy would be 
dircctcd tov/;frd snallcr CUD's ,satel 1 ite CRD locations and contrali/.ed 
officc reproduction arcns. Tho plan will be designed to compete with 
equipmcnt typcs found in tho uppor balf of tliis segment (hybridu and 
automated offscts) and nt the same timc minimizc the exposure of prescnt 
Xorox copier/duplicator products. 

As indicatcd abcve, we arc forccasting a generał nbility to maintain 1972 
price lcvcls througliout tlić dccado. I.ast year's plan callcd for rcduccd 
meter chnrgo.s beginning in 1972. Tliis year's plan calls for only threc 
minimum rcductions beginning in 197 6. The ovor.il 1 effect bas been a 167.- 
297. rclative price inerease for duplicators betwcen plans. 


150,000 CPM Plus 


Today in the 150,000 + copy per month segment, Xorox has only 600 units, 
1.67. of the total available market. 'Ihis high volu:ne area is truły an 
offset hcartland. Ovcr the Corning dccade, we will inerease our placemcnts 
so tlint by 1981 we will lmvo incrcascd our market sharc ’to 357., accounti.ug 
for 71 billion copics annually. 


The vebicle for tlić penotration of tliis volumc band will be a fully 
acccssori/cd ARDRI. ARDRI Duplicator will be intrcduccd in July of 1973 
and by 197S will havo 217. of tliis volutne band. The sccond stage of our 
efforts in this arca will bc cliampioncd by a fomily of advancnd duplicators 
(AI1I-.ni\Sr and TRIAD) evolvf.ng fror.i tbc basie ARDRI enginc offeriug oigni- 
fic.ut product (c.ituru Lmprc/emculs. TIusc products will inerease our 
19dl market sharc to 357. as shown in the chart below. 
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livc'G fr\m pnbgrams 
sorter pricin^ ,the 
(speed, roduction, 
is that the 'i 000 o: 
the DECOY and ALTA1 


sticłi ar. the 1000 ,ajv! Meteor on the 720, variablc 
JUucation.il Application i hm and the fcature. rerer 
cioci shot) of the 3C00/70C0. An inplicit asctsnption 
pcricncc gein-r-d will bo uscd to successfully launch 
R (4000 sorter)'progroms. 


MARKET SIAJT. - C0PY V0!JUMC 


Corv Vo3uma Band 

1900 

• 1971 

1972 

1976 

1983 

1,001- 3,000 cpm 

35% 

34% 

34% 

38% 

35% 

3,001- 5,000 cpn 

53% 

47% 

46% 

50% 

44% 

5,001-10,000 cpm . 

71% 

64% 

68% 

69% 

59% 

10,001-15,000 cpm 

85% 

72% 

74% 

70% 

58% 

15,001-25,000 cpm 


53% 

54% 

55% 

52% 

Total 0-25,000 cpm 

«4 

40% 

49% 

50% 

53% 

47% 


Growth (thru 1976) is atteincd in the lcv:cr bor.dr. bocause of the 
availabi Hty of BLC0Y. Tn the 5001 - 10,000 cpm her.es , grc-.-.th is 
accomplisnod witn the U 0C0. 3y 1976, ;.cv;cvcr, this prccect ale no is 
no longcr obie to ntiintcin the earlicr grr./Lh ratę. Present ćuplicator 
products and ARDRI C/D cnabie us to grew in the 10,001 - 25,000 cpm bands 
thru 3976. 


In tlić lntter half of the planning period, present products are expectcd 
to becoi:.c obsolcte and a dccline of six percentage points is anticipated. 


To iiisurc that our forceast goals will be achicvable, the follcwing ecticn 
is recjuirod: rcliobility ond eony quality LT.provc':.ent progroms independent 
of but fully al igned wi,h the 4000 and LLC0Y snculci be givon high priority 
attention. Ther.e program resources słiould not be uscd to ccmpicte the prccu 
ml rvx.JoLi.cn procecs, but chould be specifically eennarkcd fer usc in fcringi, 
tlić pj^oduots up to rcąuired spccificaticn. 


J*ri cin~ 


The p: i re lcvcl 
tlut c:. •..hich ;i 


ar.J strueturo in this 

Xj/^ • . i J • 


plcJi is 

Lu.il i 


differont 


i rc: 
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a generał declinc in pricc lcvels in thc rrarkctplace causcd in large part by 
a largo nirrior of foimidablc cct-pctitors ęntering the U.S. ccpior nurket 
within a fcw years. We r.cw orncct corpotitive plain po.per nachinss to appear 
at a more gradual juce and at higher pricc lcvels. 

In view of our procent projcctions about the dcccntralir.ed reprcducticn 
cnviror.v.cnf, we ars pwdicring an obiliby to renerally rrointain 197? price 
levels tlrou^hcut thc foiccact period. IJonthiy rir.in.urs ara mair.taircd at 
higher lcvcls ajyJ a r.cw pricc structurc and roduced reter charges for thc 
2400, 36C0, ar.d 7CC3 products dece not appear desirablc within thc ncxt 
fcw years. Th? fcw pricc chanr.cs ir.ccrporatcd in thc plan arc infcr.dcd to 
make new products availablc to a greater micher of potcr.tial custcrrors. 
Ovcrall, thc pricc level in the higher vo1ut.c arcas is 8% to 25% greater 
than that of the 1971 Plan. 


PT-tC-h.T 

rv? r •''T* * CT* 

. . L.\ w-'.-.— 

- 1972 vs. 

1971 LRP 


Konthly 

V©lurv» 

2600 

DUO 

2400 

Remilar 

3600 I 

DUO 

7000 

DUO 

7,000 

14% 

10% 



8,000 

17% 

8% 



10,000 

ie% 

8% 

16% 


12,000 


8% 

16% 

18% 

16,000 


8% 

19% 

20% 

20,000 


9% 

21% 

• 

22% 

2 ; l ,000 


9% 

25% 

26% 


Tacticnl pricc changes are not included in the Plan as they arc implemented 
only when a short term supply/derand imbalance occurs. To allcw for these 
supply/dcrand considcrations for Uiiforeseen pneduet, technical and marketing 
develop,T.ent5, revcnue ccntingencies are included in thc financial statistics. 
These contingsr.cics arc cwpccted to be used to support the on-lcase first 
generation products in the 3.973-1931 per’od and to be necded for sccond 
generation cquip:r.cnt in the 1977-1981 period. Specific pricc and/or product 
action to be rcqu.ircd in these later years canr.ct be detennincd at this 
time ajxl is not shewn in the Plajt. 
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us orrii.Miofjs di;c:i:n ntAi.i;u:n Kr.pnomcrio:i 


107 ? 1 ONI. IlAr.'. .1 I I AN 

ini oiu.iAi torj ciiours 


vot i 1 m r i 


vory imic.1i 1 iko an upgradod IBM 8700 and uould bo o wortliy coiupctitor if 
Malko lid boro. 


ll.o plain panor rivolution i c laking place, :'inc oxidc r.nchines will 
alfo bo. ii.prowd and those liighrr qunlity units will be aimod ni the ] owr 
Yoluro m v1 .o'ilr» and Vi 11 roni u*e prur.onl ;:inc oxide cquiprent. High spee:! 
zinc o.\ic!c units \.*i 1 1 also nppoar in tlic high volunc bornis and \;ill competc 
willi ihc plain paper units. 

Ano tli o r crpocted cos,pot i l ivo devolopment is t lic appcarnnce of "syslcMnti/ed" 
cor.ipeLitive couipnor.t. Tliese niacłiines, whicli are erpccted j n tlie lato 1970s, 
will inelude integral surting and docur.ient handling, ver.sat.ilc paper in.put 
nechanirnss, liighor speeds, betlr.r quality and inproved c>:tcrior appcarancc. 

iv .si: c.\sr. i;r:vTP; 

Tiic 1972 l.ong r.nnge Plan Bnsc Cr.se is bascd on an crplenation of the wnrkct 
envi ronnaut and cor.pc i i t i vo conditior.s from ibe "top-down". This approucli 
considored soch critical 1'actors as the cconeriy, market si?.e and potcntinl 
growth, cr.pocted product advariccs by bolb Koro* and ccnpc t.i tion, and our 
obili ty to develop our business in the market hands eramined. 

Koy aesumptions underlying the Base Case arc as follows: 

o Ko major naw cor.ipcl:itivc techno!ogy or product surprises during 1972- 
1981 arc. ant i cipaled. Kew products to be murketed will bc lhose already 
known or er.pected to bc devclopcd in the forecast period. 


o Seccnd genoration Xcrox product cffectiveness will cnablc us to compcte 
in most volunio bands (\;ith the erception of the lov? volumc copying aica) 
through the. tnid-1970's but not in the 1980*5. 

o First generntion products nre erpccted to stay on lease 1onger than had 
been projcetod in tlie 1971 Plan. Accorćingly, a slowc-r buildup of srcoiul 
generałi on populntions ran bc nccoaiplished. 

© Roi i obił iły and copy quality retrofits to serond gener.tion products 
will be inlroduccd as tlicy become available. 

o ISGwjll be obie to accojv-'Odatc the projocted business growth. Tlie abi.lity 
of operat ions to introducc nultiple products in tlie 1973-7-'* period and to 
ndceuately train suiiicicnt salos and teclinic.il personnel to acconplish 
this tar.); is a major issuc wliicli is discusscd in tlie 1SC Plans. 

p 197? price lcvels wi 11 generał ly be continued during the planning period. 
Ine.tieel price cli.tuger aro not ir.oludeil in tlie Plan as ulicy aro imploruentod 
ouly i.Mon i f.iiort (• in :;i.j>pl y/> ot ;aiui i t .b.i I .inue occurs 

i l. t ... ł v . ł »' i K' i • i V i . . w\. i • J 
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TONC - tliła program, presontly in the conccpt phnso, is aimcd at the 
1 o'.»Vł;t oiul of Lito mai kot (U-1,000 Ci’!I) » and currcr.tly prosom; major 
risks with respoc.t to product fenr.ibility and targotod rosts. Doconber 


19/2 is Lito 
program. 


targeled Tor a toclinical ciul market utratogy revicw of the 


• Agate/Diamond - follow-on products or upgrades to the 6000 and DECOY 
rcspoctively, v.hicli inclinle fcaturrs such as intcgrntcd sort i 113 , 
multiple paper trays, roli paper feed (Diamond only), ir.>proved fusing 
and othor tcrhnlcal advancemcuus, including improvcd rcli.nbi.lity. 
These products aro expcctcd in the 1 973-1976 tiir.e framc. 


Agatę and Diamond v/ill not only bolstcr the competitivo effectivcness of the 
6000 and DECOY agninst "sysLcmatizcd" cor.pcli tive products, but will also 
provide bnck-up devcl op .ient in the event that the basie 6000 and DECOY 
programs cannot be adcquatcly upgraded to serve the needs of the mid to lato 
1970s. Hoyt inportunt are the qualitativc improvercnts of thcsc products 
in terins of scwico cost rcductions and the impact on profits and, cqunlly 
cssentinl, custoner sensitivit.y to reliability. AddiLional ir.iprovcr.icnts 
in both revenne and profit Outlook will como from use of the added fer.turcs 
of Dicmor.d and^Agato to cnablć the 6000, 3600,.and 7000 products to 
rema i n in higher volune bands, Wo will be using products which are less 
costly to p rodu cc and :»nrvice in licu of Llie norę expensive and technical ly 
complicated cquipment. 


The introduction of Diamond and Agato is not expectod to obsolete the 6000 
and 7000 products. TheIr populations will be maintainaJ through strategie 
actions wiiich will offrr the cus toner a choicc of fentures. The rui Lipie 
product offering should incrcasc our conpetitivc effectiveness in an environ- 
ment wherc many combinations o£ machines and fcatures will bccome availablc. 


During the latter half of the 1970s, Ardri will begin to enter the upper 
volumc band (15,000-25,000 CPM) in tbo Decentralized Reproduction market. 

The impact of Liii s high capability duplicator will be relatively minor, 
howevor, and the discussion of i ts attribut.es is undertaken in Llie Centrali sted 
Reproduction section. The Agatę program will reduce even further the need 
to bring Ardri i.nto this market. 

Strategy Sumt.nr y 


The major elements of the Decentralizod Reproduction strntegy can thercforc 
be sumnarizod as follows: 

o A slower new produet build-up. llie 6000, Docoy, and Altair forccasts 
show lowcr populations in thtir early ycars comparcd with the 1971 Plan. 


1 


The offering of i.mr.' reliahle products .ad the attainirg of corrcspondLngly 
1 o-vr :.orvioo cor.lv. in our traditional business aiua (1,000-25,000 copics 
per manili). 

•li, o !. v t mg of tac tu w predu.-t r. i :t hi. hor cepy winne and n.ocnue r.eg- 
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Whilt provi our. forecnstr had suppostod thnt Xcio:< won Id bo ioinod by sovcrnl 
non-offsot conpet i Lor.*; in tho lowc-r port i on of tliir. segment, thir. bur. not 
bnp;u-nod. Cun oit coripini tivc rortcasL.s predict that 11’.:J dupl iertors in 107J 
and 1070 will be our only major non-1 i thcy.raphic coipctitinn t brony, boni lim 
dccade. It is, tbercforc, no lonper nocessnry to obsoletc our ciirront duplica- 
lors witb AllDUI prieed to nttract trades. 

Aiumi C/l) will be kept hiph in tbis market segment aimed prii orily ot tb;> 
market fror.i 00,000 to 150,000 copicr. per non tli. Win' 1 c il anpo-ars tli.tt tlure 
is sono rcvenuc lost by linitinp, ARDUI to tbo upper portion of tbis band, 
it is ocpcctfd tliat profit.*; will benefit by kecping oy.isr.ing preduets o.i Kr.ro, 
nnd prostoting only thosc trades wliich nre nost profitablc. 

Om* market ob jort i.v(> will bo to profitnbly ineroase our placcncnt through lOo), 
cvon ns compoLition ineroases. Our goni is 427. of tbis market, constitulii<- o 
97. pr owili in Xoro>; copy volumo whicli cor.pnrcs to 67. ior tbis markel. 

As can bo scen fron tlie chart bclow, wilh tho abovo stralcgy no pri< c* retio 
is rcconuncndod until 1976. It is o:\poctcd thnt by then, liowovcr, 1T.M wilii 
ils iwo chiplicators, as wcll as ji.iprcwcd hybrids and offset system, will 
bo compcting most offc.ctivoly wi.th our current dupl i cat om. Without pricc 
nction, our thnre decreases from 357. in 1976 to 297, by 1931. 


n.op >. w.o.o?) r;-i 



19)1 10)2 19)) 19/4 1976 19/C 19// 19/S 19// I9S) 1461 


Sowral bmad s ( rn Logi c pricing aclionr. aimed at tho 25K to 1 50K r.nl.c l 
aro plnuncd wbi«h will on blc ns. to mitiprto tbo projectod lorr. oi sb..io 
i i ' . !. : . , , . : . •' i’ d -i. • ’ •. 11 1 - *1.’ b. •* P . t ‘ • t! • 

peiUlal piKin.; cl and that sperilic l..etii nn.bit u to .:n .. , 

tho n.rbcl <•!• ).•< l iv. •• will, of rourso, be l em.pcrcd by tlion current cl iw i •. 

%> UciUiolion of i.i.hM C/l> ni nii. ni ;JoJ in 19/b. XEROX NON-TECHNICAL 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 


XEROX NON-TECHNICAL 
CONFIDENTIAL 


IV. Market Strntrgy 


Durintj tho 1960 1 s, Merce: dauelopcd and intrcduced a ser: es of copior/ 
duplice*tor preduets ranring freir. the P13 to tho 7030. As c«ch product 
v.\i3 intrceucc d i c v.\ns nlacec! in i te utJlguc merkot E o r 7 T.cn t uith a ur.inuc 
price and rr.rko tirr sir,.U‘iy. As cu: ficier.t rreduet beca::.a avai.lobio, 
retor rln:r.'.r.7s v;ere recuccd to make the product cvailabie to rcrc cus ic:.v»rs. 
Motor pricir.g plar.s wero a! co adjustc-d to attraci sr-acific usage arriicaticr.s 
or to ir.*prove custcrer/sales forcc porcepticn ani unćerstanćing of msnthly 
rental ccsts. 

Xcrox now offers a fuli product lino which serces tho total custor.cr spectrum 
frv::. lew volu:•. to high vo1ut.o Iow run length to high run lei gtl . Yot, 
thorc resnir. ga?s in our marketing e::crt,~*eitr.cr duo to insufficient 
product po..’cr or high ccsts, which ara beir.g addrossod by tho sc-ccnd 
generation preduets and the fcllcrw-cn ćcvclcpron t programs. 

In previous years, our business strategy was to brir.g te market r.oi: preduets 
£it oui ckly er. rcssiblc r-r.d to use tho.tc products in ar coc procent ly sawod 
by lirst gemraticn prouucts cons.idercd to bo cc:;.petitivc-]y cb.olete. 

. v 

Our prosent strat ery is still to develop and test no? products as ąuickly 
as pocsible. Hcvever, the cc*r.petitive cutlcok hss chsr.ged and our firs t 
generaticn product pewr appears greater so thai the need to rapidly replace 
procent products is not «s groat as previously thought. 

The new strategy rcsults in reduccd salcs, seruicc and chuming costs and 
the marketing c f rrora : aliable products. It alto enhances profit margins 
becuuse v;e c.o r.ot have to build as many new michir.es and can continua to 
use depreciated equ ipnr.cn t ovcr a longer time period. 


G 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 


Cer currc.nl: .'cDKI ctratogy will, ut least in the short run, place 
a ccr.strainl cn AFDaI availnbility, if in faet , r.ore are r.cedcd. 

This constraint may retrocent a problem. Hcwcver, the piana for 
APDRI rrar.ufi.cture havc a built-in ccntir.gency which will allcw us to 
inmediatcly ir.crease prcducticr. 20°; ar.d to double capacity within cna 
year. It is felt that this flexibility in cur build plans rcduced the 
supply risk to a prudent lcvcl. 


o F/rkot Accontar.ce of A D DPT as a Direct i ~-rlacc~cnt for Offset 

For ARDKI to mach the level of success called for in this yoars 
forc-cast, the practices of CPD decision mekers r.cst be changed. 
Possibly the greatest risk in the entire fcrecast is the assumotion 
of the willingr.ess of the CPU manager to place work on ARDRI which 
had previously been reserved for offset. While the accuracy of this 
assurotion will not be knov;n until product introducticn, trends 
which have become evident in the CKD indicate inerease in demond 
placcd on the CKD arid the offset envircnment in generał. The 
industry' s raactio.n to this extra burden has been a relaxing of 
traditional standarćs to get the job done. Several concessions that 
would have been madę in accepting APDRI cost, auality, and reliabi-lity 
have been madę in the appurent acceptance of autemated offsets and 
hybrid devices. ARDRI will be offering distinct productivity ar.d 
throughpjt advantages and v:e fecl, in the light of rccent happenings, 
will be nuidtly accepted in this enviro:mont. 

° Sorsiti vitv to C-ry 0 i -1 ity/Tml ; obił i ty 

In Centru.lir.od P::,rodjction, evn mora to thm in tb.e Doeentrul ir.cd 


* CR °* NO,v. 


F- n- ’ 


faelent. in relaticn to ca..'-.u :• acceptance. Grout cfiorts )nvu be;: 
cxtcnd' l to er. .nv a iv!iebility ar.i cepy cuility cn A’DPI v:hich i'' 
nr. cle c. to o f i. •t a-. p.-.rcibb at 7..' cast. rt. j-trtcrt it n cf 


TE OlNH 


C °^D ZNT,7 CĄL 
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* EROX NON-TECHNICA l 
CONFIDENTIAl 

V. RCPKOnUCTIO:.' and color 


OVF.RVII:W 

Since the dcrclonrcnt of tlić first thrcc najor xerographic products 
(813, 914, and 2 500) which virtually shapćd the Iow, r.cdiun and high 
volnre copying market segr.ents, broad strategics for maintaining our 
business in this "hcartland" have bcen devcloped, refined and expanded. 
Most signifi cant of thcsc was Strategy Q which callcd for sccond 
generation successors for the S13/ÓC.Ó and 914/720 and fer a duplicating 
system to dcvelop ncw business in the high copy volure mar!:et segr.ents 
above the 2-100/5600 far.ily. This strategy with sore r.odi fi cat ion led 
to the establishment of the Decoy, 4000 and Ardri programs. The 
irrportant concept of the major product upgradcs or variants wa„ a 
significutt addition to the product strategy and has rcsulted in the 
establishment of the Agatę, Diamond and Amcthyst programs. 


The present strategy rcmains as defined in the 1971 Long Rango Plan to 
continue growth and dorclepi.cnt of "hcartland" xerographic copier/ 
duplicator product lir.es and to extcnd from the "hcartland" into Iow 
volure copying, high volu::.c rcproduction and color reproduction. How- 
evcr, ncw Information indicatcs that the present first and sccond 
generatien products, with appropriatc upgradcs, will remain in 
the markotp1 aco three to eight ycars longer than projectcd in the 1971 
LU fcrcast. 11 • rs has madę it iii’.peralive that the performance goals, 
priorities and schcdulcs of the sccond generatien wariant programs 
be rceonsidercd. The itr.portancc of bringing out the remainder of the 
sccond generatien products on a timely basis has not dininished, but 
the pressure to achicve rapid manufacturing volume buildup has moderated. 


Hic product cnvironrent, kcy tcchnical strategy issues and R8L response 
to thcsc issues arc detai led for the Dcccntrali zed, Centralized and 
Color Rcproduction business arcas in this section. You will notę the 
inereased attention to relinbility, maintainabi1 i ty and copy quality in 
tlicse discussions. Also, the dcvcloprcnt of cxplicit tecluiology 
strategics for the critical xcrographic cor.ponents and subsystems of 
our, mach i nes has bcen identified as a najor target. Thcsc strategics 
will form tlić bnsc upon which the rclevancc of our tcchnology efforls 
can be craluated. 


8 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extraats) 


XEROX Ku.M-TECHNICAL 
CONFIDENTIAL 


DECENTRALIZCD REPP.ODUCTION 


kr 



Decentrcli.icd 

RoproducLion 


Environrcnt 


o Market Sumary 


Convcnicncc .copying by unskillcd operatora, at copy volur.es up to 
25,000 copics/month constitute the bulk of this narket, although 
occasionally higher volur.es arc found. Kcrography is the deninant 
technology between 1,000 and 55,000 copics/month. Delów 1,000 
copies/r.onth, the cost of fully automated xcrographic rachine Systems 
becomcs too high in comparison with Elcctrofax, the principal com- 
petitivc technology. Above 35,000 copics/iaonth averagc run lcngths 
incrcase to t!ie point wherc the convenicncc, flcxibility, and short 
run throughput advantages of xcrography are gradually cancelled by 
the lowcr cxpendablcs costs and high image ouality of lithography, 
unti 1 at 150,000 copi es/mon th lithography is comlctely dominant. 

At volun.es abovc 150,000 copics/month, only 1.4°., of the total copy 
volumc in the U.S. in 1971 was produced by Xcrox cquipment. Input 
collation, which cannot be dene 1ithographically, raises the upper 
limit of economic and throughput advantago for xerography to sor..e 
extcnt, but it. is difficult to achievc with sufficicnt reliability 
with uncontrolled full-sized paper input documents. 

Much of Xcrox's basie patent coveragc is cxpiring. Howevcr, 
xerographic machinę Systems arc highly conplcx, interactive and pre- 
cise and require significant know-how to achieve high performance 
in an cconomical design. As a rcsult, the first efforts of the 
compctition have produced machines with unimpressiwe cost/performance 
charactcristics, prir.arily from Japan. The e.\ccptxon has bcen the IBM 
8700 which compcnsatcs for its Iow copy ratę, slow first copy tinc, 
and relativcly high nanufacturing cost with exccllcnt linę image 
quality,cxccllcnt copy quality maintenance, and superior reliability-- 
all achicvcd through superior cngincenng which was obviously focuscd " 
on prctisely thosc charactcristics. 


A sccond IBM devicc is cxpectcd to reach the market, place at about the 
end of 1972. Its copy ratę is anticipated to be iit the 25-40 CTM rangę. 
Other performance charactcristics arc not known at this timc. 

Technical Strntcgy 


Product Planning fccls that the first generation products will 
hołd in the market place ruch lor.gcr thnn was anticipated 
last year and tiir.t the build rates for the recond generation will 
probably be slcwor, ! or 115!: this j eans that the first generation 
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xero;< kon-tcchmicał 
CONF/DEN r/AL 

products sliould bc rc-cx.mincd r.ore cnrcfully to sec what can bc donc 
to ir.prorc their roliability and reduce scrvicc costs. Inprovcr.cnt 
prograns ubieli werc fornorly rcjcctcd becausc sliort product 1 i f c nade 
thern not worthwhilo nay now be nucii norc attractivc. 

Thcse trends also nean that the objcctives, prioritics, tcchnical 
strategies, and schedulcs for the sccond generation variant programs 
must bc rc-exanined. Accordingly, a rcview of the technolog)* programs 
against the needs of the second generation variants is nccded. Th i s 
revicw nust rcassess technolog)* spending if the second generation 
yariants sliould bc uelayed. It siiould also lay strong emphasis on the 
potcntial impacts of the various tcchnologics on the reiiabi1ity/service 
cost aspeets of the second generation, sińce it is in this arca where 
the effects of high stresses on the second generation machinę Systems 
and their narrower operating latitudcs arc most apparent. 

Xerox is still serving the belo-.*-1,000 copies/r.onth market poorly. 

The DPG Smali Copier Corcaittee which was forr.ed in Sep te mb er 1071 bas 
rcacliod the conclusion that it is not possiblc to obtain a xerographic 
copier wieli the traditional fcaturcs (book copying, inultiplc copy, 
automatic paper fecu, etc.) at Iow cnough unit cost to be really attrac- 
tive. Study of machinę nanufacturing costs indicates that a *largo por- 
tion of unit cost is associatcd with tliose traditional fcaturcs. Con- 
tinuing strateg)* evolution is requircd to determine an optimum tech- 
nical approach for the nccucd smali copier. 

The grcatly inereased sophistication, complexity and prccision of the 
second generation products and the difficultics encountcrcd in im- 
proving their image quality maintcnancc and overall reliability have 
madę it obvious that major improvcnicnts in performance for futurę 
products will requirc tcchnical progress on many fronts. RGE bas as 
a challenge the dcvelopnent of a balanccd tcchnical strategy which 
addresses the xcrographic corc technologics - Photoconductors, Devclop- 
ment, Materials, Fusing, Clcaning and Transfer, I1lumination/Optics, 
and Paper Handling -- the Input/Outnut functions (such as sorting, auto¬ 
matic document handling, image buffers, etc.) and its own enginccring 
and design ski1 ls. 


Plans Summary 

e Tech n i cal Pcrr.pcc t i vcs - Product Pro' - rnms 

The rainstays of the first generation product lino -- the GGO, 720 
ar.d ,W0 -- wcrc de\clop;:l as upgrades of the S13, OM and 2100. The 
tccluiicnl i. - . '. 1 : w t:.i-> .'.ries ui upyra ica v.a • l!.: under-uti 1 i calion 
of :i c - . * • y . ii jr ..clicc.l i . *he l pro- 

d ’ : -' ■ ’ • • ' !• : • r 1 tli • t . , i , 1 y u -c 1 
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Ezhibit "A" Xerox 1972 Long Rangę Plan (Fztracts) 
DECLNTUAUZKD Rr.FKODUCTJ ON 


ł07Z LOW(. liAMi.L I I AM 
VOlUMEI 


The objoctivcs ars . as 1'ollows: 


Market Share (2) (Copics) 

1971 

49% 

1976 

54/, 

i or.i 
56 

Anmial Rownee 1 \ c i. 1 ") 

Sirategy Ohjocr. i.vc 

$6S5 

$1423 

$23i»:s 

Base Case 

685 

1398 

1972 


tlić tot.nl cuslc er spectrum 
high run length. W i , 
duo to jnsuf i ićiout prcdutl 
the r.ocoiul gener.*.tlen 


* Rental Revctiuc and Supplios 
S1RATTCY 

Xerox r.ow offers a fuli product lino which scrvcs 
from len/ volumc to high volumc, Iow run length to 
there rcmain gsps in our marketing effort, cither 
poucr or high costs, which aro boir.g nddrosscd by 
Products-and the follow-on dcvelopment progrnms. 

In provious yoars, our business r.tratcgy was to bring to market rew products 
as ąuickly ar. possiblt* and to usc theso. productr. in arras presently rewed 1, 
first generation products considcred to be compclitively obsoletc. 

Our present r.tratcgy is still to dcvelop and tost new products as opuchły as 
posoible. Howover, the coir.pctitivc outlook has changcd and our first gener.- 
tion product power appcnrs groater so thal the need to rnpidly rcplacc present 
products is not as great as previously thought. 

i 

Existing and r.ccond generation products, including Decoy, are cxpccted to 
cnable ur. to achicvc tlić Business Arca growth objective through 1975- In 1972 
and 1973, the product power of the 4000 r.hould enable ur. to rcach a 532 maik. t 
sharo whicli will be held with the edvcnt of Decoy threugh 1975- In the 1976-1978 
period, we o>:pect to experience a smali loss of sharo as the second generation 
product pov.*er continucs to carry U. S. Operations. Fron 197S on, our narket 
r-hare nay drop rapidly ar. new products becoice necessary for us to coi.pcto with 
the new coinpetit£ve cquipment. 

Ar, indicated nbovo, there are r.overa] sectors where additional product power 
will be necessary in the middle 1970's. A very large markel opportunity also 
appears to cr.ist in the Iow volu;uc arca and our second generation Machines 
aro teo cor.tly to fully r.crvice the Iow volunc ur.cr rcqui renents. lf we aro 
to grow and maintain conpetitivc cffectiveiuss, we must provido fuli attention 
to nil the marketing segment s in the cnvironnont . We must encourage new 
custo.ncrs to enter in the Iow volu:..c segment s and other custouiors to grow and 
iiiovc upward tlirough the volume bands. 

The products or product conccpts thnt are currently plnnned to fili the gap 
ideutified in tlie 19/0*1901 period, between our llaso C.ir.c and tlić Business 
Aren ebjfciive;, are the i o 11 o.: i ng: 

o S/21 - a 50W-2 ,t’vd l!’’I '.o a!, cnpici under dewlopnent ni the liii'.’, / •ioj; 

])e\vlo;*: .t I. :l ■ ei. « o i * > * s i n i'n* J u J , vh i w ii ut i J ios hi. i C le»«i;.olo k y« 

lor i nr ii duet i en in lin* J973-1977 |eri»'d. 


mi . proutn 


i. i t v, 


Xl; ; .ox ko: i iLChnical 
GONI :Xi*i';/0. 


A 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extracts) 


xri?nx 


II S Ol I UMK *i ; 

KII OllMAIIOl Uiour-J 


lu.sr.Auni a;:i> i• :i ::i;::kixc 


11)/^ l o;ir II V ■ ■ I I \:i 

\ • II 11* • i. I 


Incrcmentnl jnpnm 
pliuse reeir. ions to 
u«e of i*i I i o.l' i 1 L t/ 
forwnl field inlor 
design activitics. 
taken in technolog/ 
on process cent rola 
approaclios. 


•CMits me beJng r:.ido by :;ucli cl i orts as 1 ii 1 1 1 ilcnij^u 
pgraJc r:a.i nti i nabi 1 i ty, and ntudicr. on gather i nr; and 
' f utainab i 1 i ty tost data. liy April, 1973, on i:proved 
Lion syiitOiM will be in place to ciosa the leop willi 
lor lougor ranp.c pay-off inporlant slcps nrc bcing 
:!ovclojv-.cm . Tbose include botb ir.iproYeir.cnt prograr.s * 
and pager hamlllng - and tbose ninod at rad Leniły ncw 


issu r. - i::Ti .p.::.\7 T o::A k • , :ni::i-:iTJNn 

Our present emphasis is on minimization of convcrsion ongineering rcouircd at 
Rnnk Xerox and partie i'ntion on a Corporate corriittcc to dcvelop policy guide- 
lincs for International nanufacturing and engineering. The broader issue of 
inlernational research and devclopment is the underlying kcy. 

0 Action 

A snall effort contlnuos to dovolop an International standard design guide; 
this in nou scheduleu for coi.ipl *tion in mid-1973. 

Seminarr. vith Rnnk Xcrox and !.’obstor cnglnoers will bo ho.ld in June, 1972, 
to dcvi>lop rocoirmoiulations on convnrsion cnginocring. These sosr.ions will 
also estnblir.h the basis for recjucsting proposals (dtie i!ovembcr, 1972) fro:n 
Rank Xcro:< to porforn first goneration jnprovcn:ents. 

The najor organizntionnl questions are boing addrcscod with TTO rnnagment. 
A morę conccntrntcd effort can nou be givcn to this iscue in 19/2 following 
recent Rank Xerox responsibiliły sliifts. 


iss uf. - o i.n. 1 '':] 7 .ATToxai. STi;r.::cTH s a:: d vT/.KF.::ss r.s 

A?; Xcrox rrrws and Rf.E emphasis changes, an i r^uc is nlways the proper T.iatch 
betuern the Division':i nissions and itr. organ i zat ionnl st ructurc and style. 
Currenlly, key parts of the isstio conccrn such topics as balancing of power 
and cfficiency, the roles and struci tire of the spans of control, accountability 
vorsus resourcos, cffeclivc natorials dcvclopiv.cnt, and program/furn: Uonal 
iiianagcnncnt. 

o Act i on 

ConnJderaMo stron .thening of the l)Jvision har. boen nchievod in the past 
yoir, .: :d ndd i l .lun - ..l i. prov. ; ni:. \.i 1 1 lic smtrht. 1 ’l.ms i nc: 1 a restrtio.- 
L 111 iiij, c. i 1 .; »i. . , ii < • • ■ . • ••:! •* : 1 . . «•: 

l i 011 In Au niit, i'. 1 /', lad ihiti Lino nl .1 111 \: l ocim i 0.1 1 ri.MKtf;'’": ni «•■*.«■ S t ■ |»— 
,oitl |. .1 1 i 1 .hi', I ??'*. Al fil. 11 i v< :.ot i on lar, la lei l "/2 will be 
rot by 1 ht* 1 ml of tko y« ar. 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Eitracts) 

PROGR-yis/rmnucT co: :ce:-ts im wnnr.w 

The products or.product concepts that aro currently plonncd to fili the 
gap identified in tha 1975-1931 period betwecn our Bace Case and the 
Strateg Case aro the follcwing: 




S.M1 - a SCO-2,C00 CFM book copier under develcrment at 
Xeix»: Devolcp~ant Laboratories in Enrlond, which utili 
tcchnolo-y. This product is targeied fer introduction 
1975-1977 period. 


the Rank- 
:cs the SLIC 
in the 


• PONC - this program presently in the concept phase is air.cd at 
the lowest end of the rorket (C-1,C00 CFM)', and currently presents 
inajor risks with respect to product feasibility and targeted costs. 
Deccmber, 197? is the targeted datę for a technical and market 
strategy review of the program 


• AGATĘ/Diamond - follow-on products cr up grad es to the 4000 and 
DnCOY respectively, which incluće features such as integrated 
sorting, multiple paper trays, roli paper feed (Diamond only), 
improved fusing and otner technical-advancer. 2 nts, including 
imprcved reliability. These products are expected in the 1975- 
1976 tira frame. 


AGATĘ and Dr arend will not only bolster the cc.m.oetitive effectiveness of the 
4000 and DZCCY agair.st "systeaatised" csx?etitive products. but will also 
provide Lack-up c.eveioprent in the event that the basie 4000 and DECOY 
prograns cannot be adecuately upgradcd to serve the needs of the mid to 
la te 1970 s. Kost ir.portant are tne qualitative ir.orovcr.ent s of these 
products in teras o: ser/ice cęst reducticns and tne ir.pact on profits 
and eąually cssential, custor.er sensitivity to reiiability. Additional 
irproverents in both the revenue and nrofit Outlook will cc~=> frem th° 
use of the added features of Diamond and AGATĘ to enable the 4000, 

3600 and 7000 products to rerain in the higher volume bands. We would be 
using products which are projected to be less costly to produce and service 
in lieu of the morę expcnsive and technically ccmplicated eąuipr.cnt. 


The introduction of Diamond and AGATĘ is not expected to cbsolete the 4000 
and 7000 products. These populations will be raintained through strategie 
actions which.will o:for the custor.er a choioe of features. The multiple 
proauct o.fering should inerease our ccmpetitive effectiveness in an 
environment wnere many combinations of rachir.es and features will bocorne 
avaalabie. 


Iiiring the lattcr hnlf of the 1970’s ARDRI will be«ęin to enter the unper 
volum.e band (15,000-25,000 CFM) in the Daccntralizcd Rcproduction market. 
Tne ir.pact of this high capability dup li ca ter will be relatively minor, 
howcN/er, «V1. diccusr.tcn or ns attrilu-.es will be undertoken in the 
U. u ran.i.epiteuucticn reotion. Tne AGATĘ rr\c~r.*n will reducc cvrn 
furm.r lnu n-:« J to hri:\g A.._i jnto this ;..ri,oc. 


1U 


XEROX NON-TECHNICAL 
CONFIDENTIAL 













E 926 


[This page left blank intentionally] 





Vol. II, Decentralized Reproduction, 
ALTAIR PROGRAM 












f 


























rr“v r'*v 

Y"-' 


E 927 

Ezhibit "A" Xerox 1972 Long Rangę Plan (Extraate) 

U.S. OPERA TIONS 

PROGRAM Ul'i: PIAN ARTA IR PROGRAM 


*_... RESEARCH ANO EKG IN BERING (conl.) 

*OX NON-TECHNICAL- 

i 

o Rank Xcrox and Fuji \crox positions with rcspc-ct lo Altair have not been 
formulatcd. 

o Altair will l>c dcsigncd so that il can bc coverlcd to a Rank Xcrox design w:: ho u', 
major redesign or dcvelopmcnt. Spccifically: lii paper sjy.e will not be prc-rlude: 
wilhin the basie machinę cnvelope; spacc and mounting provisions for 50 cyclc 
compononts will bc providcd. 

Ies/teciinical risks 

Altair is judged to be a Iow risk program sińce no technological gaps hnve been identifie: 
Risk primarily is ability to me et performance sr-ecifications within timc schedole. The 
probability of succcss (i. e., meeling both performance goals and schodnie) has been 
estimated at 0. 80 for the combined pliaso Schedule and 0. 75 for the carly i'.mc sched.:’ 

In addition to the tcclmical problems indicatcd by fcasibility testing, the foliowi::: ?.rc-:.s 
are also of conccrn and are bcing addrcsscd by Engir.eering with highest priori.y. 


o 


o 


Ability to define the operator intcrface rcquirements adequately soch that c-ase 
of operator rccovery of jarns and rnissorts is attained. 


A rangę of snccific altornatives have been dcvcloped and are in proccss of being 
rcduccd to soveral basie approaches. A dccision melhodology has been c.cvcln; ;■ i 
wliich will aid in choosing the best alternalive in conjunction with a team form od 
with reprcscntatives of other functional deparlmcnts. There is high conficience 
in incorporalion*of the chosen altcrnativcs in the protolypo design; howerer, 
tlicre cxists some doubl as to whether all clcmcnts of one altcrnativc can be 
incorporntcd in preprototypes. The ovorall confidcncc of rcsolution is . 80 - . 90 
probability of succcssful mceting of Schedule and specification. 


Viability of mulliplc bin unloading conccpt due to stack scatter and requircd -ict 
sepnralion. 

I 

Basic approach is lo procccd with current design with the expectalien that it 
will bc acccptable in the custorncr cnvironmcnt. This acccptancc will bc toslcd 
intcrnally. The current design approach does not |>rccluc!c single bin unloading 
to an iinacceptablo lcvel. Confidcncc of rcsolution is . 90 probability that a.n 
acccptable design will rcsult. 


Impact of moving bin conccpt and inherent stability on Opcrator/Tcch Rep safety. 

Uigli emphnsis is bcing pul on all safety r.specl.s of the Altair design. Agn •abl .- 
criterii; aro bcir.- dc. elopad and the design wiR bc- mc a. -ni rod a. :i*: , ..;t . 

( i i 11 . i.: • .... .., . i !'• \ < <. w i * • i * : . t -,y i j < ’ 1 1 a t .\i, t *.ra 11 i ■ >\ i • 

is .85 of surrossfiilly mec-uin design crileria; ko\vever, Ihcro v.oi:)d i.e ... 

im part on th<> produeEs \i.-.l«ility if sin-coss is not atlainaMu in all 
Oporator/Tcch Ri-p .-.aicty. 


U 
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Exhibit "A" Xerox 1972 Long Rangę Plan (Extracts) 


U. S. OPKRATIONS 

PROGRAM UFK PLAN ARDRI PROGRAM 


RESEARCH AND ENC.INEKRINC. (Confcl) 

Xerographic Proccss is opt imizing thc ADC proccss whieh Controls lho dcvclop- 
ment procc.ss with rcsultant improvcd copy quality. 

Materials -- emphasis in 1972 -- 1973 will bc on dcveloping: 

o a high temperaturę faligue resistant pressure roli materiał and 
fuscr roli coating in an effort to incrcasc componeni life of the 
CHOW fuscr. 

o generation of ferrite finał rclcase specification and ąualification 
of matcriaPs vcndors for ferrite carricr. 

o a furnacc black toner (present channcl black is phasing out to 
meet ecology rcquirements). 

Transfer Proccss is presently pursuing thc clovc)opmcnt of a dctach corolron 
configuraiion (side looking) to provide ei'fcctivc dctack and charge levcling 
ionization and niaintain its effectiveness over long periods in the toner environ- 
ment. 


INTERNATIONAL 

The ARDRI Performance Specification, S-708, Scction IG, spccifically identifies 
areas in the machinę which rcquire consideration as a part of thc intcrnational 
design. Six (6) resident enginccrs from Rank Xcrox are prescntly working with 
ARDRI cngincers in thc proccss of dcvoloping thc intcrnational design. Fuji 
Xerox lias determined that it will not redesign tlao system for their own paper 
handling nceds but will buy a limitcd number of Rank Xcrox/USO machincs for 
spccial applications. 


yE „OX HON-ltCHN'CAL 
CONf 1DE ^ lAL 
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b. A cciplrtt Terminal Product triy. and rrellr.fnary Product 
. Spoci: icition has t:on starać withir. I'::- r --.tc -. Prod-ict 
PKyir.nr; to ir.ccrpcrcte XCS ;.nJ a 11 oti.cr >.'urox Terminal 
ror.uirc-: Cr: pleticn co: r is September 1972. 

Responsibility: D. H. Arnold 

’. Ppłc r t0 !rs Pressr.tr tior., Rark-Koro* for.-.-d 
r f n- C -P‘l-°'*• r '" 1r r : r : ' t; ‘ c ‘*- v ; or t: '= Dovćioo: ori anc Exoloraticn ci' the Office 

fi‘ra‘l r-1 <r” V1 ~ * ‘ in £ddUioru ^r.k->.erox participcted In the 

fir^i pu:,. ; .i et,on c; crcccronę tr.c- ccr.cept o: o rc-.cr tyntwrlt®r. whicn 
woulcl oncr a uniqua apprcach to the Bocu;r.cnt Creation enviroumsnt. 

a. The ouice ccrrunicctions envircr,r»nt stratoęy recoymends the 
test ino o: ć r.cn-iiriOćct typewri ter terminal throuch en in-house 
rentcc ccyrurmcatiens network. This proces- woal ci 1 c- - d to an 
eveiu.ucl proouct entry tnat would alic.v R=r.k-.\?rcx to offer 
tctal lncrration R-ccessinr es en evś lu-.fi on of the facts 
aovelorec. ^ me concept pronesec is not ćirectly cpnoscd to IPS 
as to tne r u turą,, but one stcrtir.s point cne irnlcm.sr.tation is 
*}**' ‘ f 1 „ c ' ,n: '-y ciTTerent. The ctnsoliclaticn of tne i r stratecy 
v.'i ch i -• wili te a ctrt of ths internationa! piafypr.-. Ccn f gr s n' - '* 
ro o? schecuiec in uoyemoer/BiCcraer ]C 7 ~ 

Responsibility: D. H. Arnold. .. * 


The Power Typewriter (Buffc-red Typewriter, Correspondonce V.'ritcr) 
offers a corr.pl essntary product to IPS and actually extcnds the 
direction. P.anl:-Xerox _has prepared a central functional descrip- 


tion of the product and market they have dcfinćd 
Responsibility: F. Lćssrnan - Runk-Xerox. 


c. A fol lew-up rreeting was held in Rochester and California (Diablo) 
with Rank-Xerox representatives on May 18, 1972. The following 
Schedule was agreed to: 

Review Diablo/Devil with Rank-Xerox nanogcr.cnt 
and reco;::.;ond futurę areas of joint participation. 

Junc/July 1972. 

" 0^'elop Davi1/Puffercd Typewriter Basc Case based 
on Market Research. Octcber/Joycmbcr, 1972 


- i: Ir.t.n.ai 1 rlii.;i Cu..\ , t to disnuss 

I ,c Ute- ai.d •,'jturo pUns based on Market P.escurch 
«icco::pnsheu ctove. Uove. uor/b.-co;.ner, 1972 

•" J ! -v.:loj) joint interna li cno 1 picu for Information 

I I ocet'., mg Slruf.gy. January 1973. 

XEROX NON-TECHNTAL 

COM“'vTNTt‘' 

C-G 
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Exhibit "A" Xerox 1972 Long Rangę Plan 


(Extracte) 


ISSUE - INTEUNATIOKAL ENGINEERING 

Dur i nf, thc past ycar, Rf.C has bccn involvcd in thc question of inter¬ 
nat i ona 1 cnginccring and spocilically, addrcssing how to l ir.ir.i .o tho 
conrersion cnginccring ręnwired ot Rank-Ncrox. l'»sk bas also partici- 
patcd o a a Corrorate Cc:-:'.’t tcc which is tryir.g to devolcp guic.cl ii.cs 
for thc* interr.aticnal r.nnufacturing nr.d cr.ginecr i r.g with cr.phasis on 
a policy which would set aa international product spocification and 
then fi.\ worldwidc design responsibility in one cnginccring r.anag- 
ing unit. A snall effort has continucd to dcvclop an International 
standard design guide; howevcr, this docsn’t address tire major organ- 
izational qucstion. 


During 1972 a morę conccntrntcd effort will be givcn to this problem 
which is now madę easicr by thc rcccnt appointr.cnt of Clydc Mayo as 
Head of Rank-Xcrox Cnginccring. The initial step is to hołd a seminar 
(June, 1972) with Rank Xcvox and Webster cnginccrs to discuss spccific 
dctails about cach of thc cxisting products and planr.cd futurę products. 
The output of this seminar will be a reccir-tcndaticn on how to r.ininizc 
ccnrersion cnginccring tasks . Eurther, we intond to solicit proposals 
from Rr.nk-Xorox organizaticn by. Norember, 1972, on first generation 
product irp rovcr.cn ts . The advontagcs to thc Corporation of periOir.ing 
this werk ovcrscas should be givcn fuli considcration. Thesc inelude the 
ability to break in a now design groun on xcrography on ir.prorcrents as 
contrastcd with ncw design, the availability of tcchnical capacity ovcr- 
scas, and thc advantagcs which accruc from a ncw group of cnginccrs taking 
a fresh look at thc problcms. 


XEROX HON-TECHNICAL 
COHFIDENTIAL 
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Ezhibit Xerox Documents Regarding Capabilities of 
Potential Competitore 


r 0 Gco Distribution 1!:’] OU ^ lu i '£ *Hatp No\cmbcr 2«>, 19C5 

-s, 

Ffom R. J. Chapoi f) )* ' Locction Midtown - 2 


■ i/A 


Gubjcct GCM - A COMPETITIYZ PROFILE i 


'Oręjanur.iion Marketing Researc. 

and Developmcr.t 
Manager 


Al the rcqucst oi Flic Erangelist, I havc attachcd a cepy 
of the SCM Competicivo Profile, the sccond in a series oi 
reportu on our major competitors. 

Similar studiem on other competitors are now in preparation. 
You will receive a copy of oach Compctitive Profile as 
vclcascd. 


RJC/NGC 

Attachment 


/S.O'. 


Distrib ario n: 

E. K. Damon 
-J. H. Glavin 
M. Kami 
S. M. Linowitz 
C. R. May o 
C. P. McColough 
' J. W. Rutlcdge 
J. C. Wilson^ 


xc: F. G. Evangelist 
R. K. Dontbrowski 
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C0MPETHIV2 PROFILE 


rroprred Ky: 

‘ Karkctir." Kor.or.rch and Doyelopmcnt 
Deccmbor 3, I 9 G 5 


r 
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I. C0RP0RA.T7J ASSESEi-SC.T 
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Potential Competitore 

coMrrrrTTryr: Acnnsnj-TJiT 


Tntroduction 

• 

During thc past fivc years tho SCM nanngor.cnt have worked to re-estaslish 
thc company, financiolly and orcanisationally. A product of ceYcral r.er- 
gcrs, tho company had deteriorated to a r.argir.ally profitabic positicr. vi 
an apporcat loss of dircction culnir.ating in a profit loss ćurir.g fiscol 

FcjuYcnatcJ, it nou roprer.cncs a strony cor.petitive thrcat r.ot orły to 7.*-. 
tut to many ccr.pnni.es scrring the office eąuipr.cr.t market. SCM has expe- 
rienced recent significant succcsses in typevriters ar.d calculators as ve 
as copiers and expects to experienco equivalent rcsults in thcir products 
dcYclopcd to scrve the peripheral data Processing market. 

' Product PeYelo^-.ent . 

In rebuilding the company, mar.agement has apparently ćcterr.ir.ed thcir ir.i 
tiul market position to be or.e of "profitably sccor.d," in as r.ar.y areas c 
thc Office crpiipment market as their product dcvelopment capabilities vil 
allow. Products introduced ir. thc last fev years have ocen generally lcv 
in price suggcstir.g a market diręction in favor of the lcrger r.umbers of 
smałler volume users. 

Therc are few overt sigris that r.anagcment has cntcrtaincd the fuli scalę 
application of fundamental researcn to the devclo?ment of r.ev products. 

On the other hand, product ćevelopment star.ds out as a sir.gulariy sigr.ifi 
cant asset. In the past five years tr.ey have brought to the market reia- 
tively inexper.sive electric typcwriters (ir.cluding the cnly electric port 
bJ.c in the market), scvcral manuał calculators, an eicctror.ic calcu!stor, 
peripheral data Processing equipment and three copiers (Moaels 33, Iw ar.d 
55). 

The fact.that start to'finish product developmeat timeon many of these 
Uiiits has be en less than two years tcstifies to the significar.ce of their 
product ćevelopnent capability. 

That thc product introductions have becn successful might best be ir.cica- 
ted by the fact that at least one of thc products nas, on ir.troćucsion, 
expcrienced a one kio g of orders of six months and all to datę, occcot 

peripheral data Processing, have ocen profitable. 

0 

Marketing •' ’ 


me company has at its c.isposal a rclatively large sal es and servicc org: 
r.ation (coout 2,C00 scrYice and salesr.en) ser/ing all products. Ir. ar. 
effort to strengthen thcir ćirect copier salcs organicatior., 2C0 suppiy ; 
duet salesr.en vere recently assigncd to copier products brir.gir.g the tot; 
copier force to 5C0-ÓC0 salesr.en and 350 sórvic*emen- exciućing dealera. 
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Kurkut iii-* ( r oni, i nucił) 

The company han not pa id hłf;hly compctitive snlen incomo. As n. ror.ult, 
nulos pcvso:mel turr.ovcr rates urc hir.h. Uith the inkrcduotioa of mehine 
rcntnl pro t *rans, ability to yay may im.proYO but a strony solcu force rr.au Id 
roT.nin a kry to doterrin-; their pcr.ctration in oho copier field for the 
ncxt ycar or tvo. 

])xr. triku tors aro used to doyelop ccpi^r cale 5 covcra."c in outlyir.y, arras, 
ruin han resulted in problems of price eon troi (u-rticulorly uu panor prices) 
cna vill prób ab ly proYido ndditior.nl probier. 3 in the futuro under ren tai 
plcuis nnnounccd. There i 3 utill no re.pn, hovever, that the company plar.3 
to ciscontinue the une of this distributioa channel. 


M annecmcnt . # • 

Prcsidont Dnerson Mcci joinod SCM in l^oO after demonstrat!r .3 his ability 
to cap and tvo other ecr.-jaui.es. Ur.der hic leader ship the company han r.nrpc- 
ricncrd r.uch of 1-3 rrccvery, althousl: ‘hc influence of B. H. litchfielć, 

Cha! rana of the Doard, ha:; also bccn stron;;. Bora r.en hcve cur.ouncer plar.s 
to contir.uc cncpansion throuch uccuir-ition and have mańe cpecific referesces 
to the cducaticm market. • Thorcfore, choro vill probably be other aro as of 
ccmpotitive cxpei*ionce fclt by Xcru:c over the ncr.t few years fron tnis 
company. 

Sccond lcvcl r.ana^crent in SCM is younr;. This c.roup combi r.ed to brii \z 
ab out a successful revitaIir.ation of the company and shouid, therefore, 
be considcrcd on important asset. 

.Futurę Po nsibll!tics 

Its :>." 3 rccsivci youthfu .1 M.-nasement, coupled vith itr. denonstrated ability 
to develop r.ev proclucts, could place SCM in second por.ition in the copier 
market, bchind Xerox, vithin tr.e nc:ct five years. 

Althourh SCM’s copier division har. shown the crcatcst £rovth of cny division 
. di^rins 15Ó5, the cross vevonuc vas or.ly 20 ', $ of their total sales for the 
ycar. Konaromcnt cfforta and allocatioa of funćs end rcsources to the copier 
market ir.ust consider the nccus of the other CG 1 ,* of their business rcprcr.tr- 
ted by other divisions. 

The success of SCM as i\ company and the finnncial rcsources availablc to 
‘other divisions in the futuro deponds on the success of their cista Proces¬ 
sing diyision. The continuir.3 drair* on the fincncial rcsources by this 
divlsion is prędio.ted by m.anarjcmcnt to end in 15 'ÓY, but the risks of the "" 
Computer ir.dustry arc ęrcut x'or a company traaicionally ir. the ccr.su~.er 
and smali business market. It may take cor.sicerabiy rcorc tutę to jer.erate < 
a profitr.ble positien for the company in this industry. If this is so, 
plaas for cxpar.ding other divisior.s within. SCM m.ay be deluyeć. 
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Futuro rorr.iMIUic:: (continnrd’ 


At thc tinc, pl«mc4 convorr.ion to rcntol pricin? plant ty the eopUr 

S»U Place licavicr nnanciol We„= oa nylony. 1^- 


as copicr divicion managcnent vould prcfcr. 

SC v nana-cncnt has cxpressed and dcr.onstratcd an intcrest in ezpar.sior. ł-.ć 
bu. nana c.ucnw j t t cypcrid their cooicr r.ar/.cc pcn«ratior. 

acąuisition. latn a cor...u...c..t to cxpaiu o — eculate- 

and the need for a hifihcr calioer copicr salcs .o -e,, i- “ 
that SCM r.ay -be seehirs to acąuire a firatna. Cłsn 
to expand their ir.aginc linę (pcrnaps in thc area 

the sonę tir.e oroviće the cuality and ąuan-ity oi SŁ-es-ea Su.. *- c ^- 

ir/proved covcrase of the r.ar/.ct. The possibiliwy sncula 8— cc /^ _ 

dcred that SCM reprecents an iaportant potential rxcuęsiti^, ^or or ^e. Ł e. 
vith a Corporation seeking to expand rts posi^ioa la «he — 






197CT COMPETITIVE 
THREAT ESTIMATE 
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COMPET IT ! V E TH RE AT F.STIKATE 


The I970s 


Anolytlcal Support Team 
Systems Analysis Scction 
Advcnced Devclopment Department 



• AprI 1 13, 13/0 
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COMPETITOR EVALUATIOM ‘ 

- 2ft - 

This section examincs 18 U.S. corporations that are prcsently active 
In or known to be interested in thc office copier/duplicator field. 

A slmilar evaluation of foreign compctitors and perhaps additional 
dancstic corporations with strcngths in this field is plarincd but not 
Includcd in this Threat Estimatc. The corporations selectcd are felt 
to be thosc m.ost inportcnt to Xerox ot least through the first half 
of the 1970's. 

The methodoloyy of thc analysis is as follows: four major corporate 
characterist i cs were ossesscd to dctcrnine a company's potential for 
succcss in the copier and duplicator markets. These characteristics 
are tcchnology cr.pertise, marketing skill, eng ineer i ng/manuf actur i ng 
ab! li ty, and management strength. Each company was rated on cach 
charactcr i st i c on a scalę of 0 to 10. Thc*. character i st i cs were then 
given a wcighting factor to indicatc the relative ir.portancc in thc 
total picture of a successful copier/dupl ‘ cator manufacturer. For 
each company the weighted sum of the four characteristics yields a 
total scorc for "Succcss Potential" on thc scalę 0 to 10. These 
scores are shown in Tablc I. This part of the eva!uation was nade on 
thc basis of sUi 11 or competerce, independent of the size of the company 
That is, a company's marketing strength, for exar.p1e, is based on 
thc efficiency, agressivcness and succcss of its marketing organizet ion 
and not on its absolute size. 

The sccond part of the analysis applics a size factor ranging from 
1 to 10 which is used to multiply the "Succcss Potential" scorcs. The 
final scorc on which the companies are rankcd then represents an 
cstlr.iate of its ability to cxploit an advantage in the copier/dup 1 i cator 
markctplace. These figures also are shown in Tablc I. 

A morę detalled explanation of these factors follows: 

Techno!ony - Is defined as thc rescarch and developmcnt skills availabie 
to a company. The skills of importancc to copier devclopment are 
emphosized, for exć.mplc, proccss chcmictry, physics, nechanics, 
electronics, cptics. A company that does littlc rcsearch and 
dcvelopment itrolf does not neccssarily rcceive a Iow scorc if agree- 
mcnls with othor ccmpanics have bcen established. Examplcs are 
Sovin-M?nox and Scott-Canon. 

Market i ng - is defined as thc cxpcctcd cr known ability to market 
office produets. Factors influenciny the rating inelude: cf 1 ectiveness 
of salcs and scrvice or<jc n i z at i ons, size rclativc to ovcral I size of 
company, typc* of salcs organization (direct, dealer oriented, retai 1 , 
etc.), and cxpcricncc with office produets. 




• t uring - is defined as thc ability of a company 
i en enginaering and manuf actur i r.g of cemplox 
Eva 1 mt ions aro based on currcnt 


produci 


f no in-e r i r a .-"'d "• 
to {.arry out ; r. . 
clcctro-mochai' i c .1 e;; j i p~ont . 
lines: lypos of produets, cost cffectivtncss, reliobility, and spoci .1 
Capabilities such as fi In coating, vucuu.n deposition of r.jtals, Chemical 
Processing, etc. 
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Hanagem 'nt - Is defincd os the quality of tlić company's nanagcrwnt 
os It opplics to their competitive position in the officc copicr field. 
For companics now in thc business, their current position and growth 
rotę orc uscd in the cvoluotion. For new or potential entronts, their 
managenents' agressivencss and past sucćoss in new product vcnturcs 
was considercd. 

Size - The size of company affects the resources that can be brought 
to bcar on a ccpicr or duplicatcr product linę. Total size in terns 
of revenues is a useful indicator Lut may often be mislcading. In 
generał, thc revonues fren office related products werc uscd to 
deternine siec fcctors. Ho.vevcr, this rethod cotild not be uscd 
consistently for all ccmpanies in the list. For ccmpanies with little 
or no office product lines, such as Polaroid, an estimate of size 
wjs based on total rcvcnues. 

An cva 1 uati on of thc 18 companics based on the above factors is 
containcd in Table I. A brief sur.imary of the companics in order of 
rating is given belcw. A basie undcrlying assumption is that cach 
company has, orwill develop, a co :ipe.t i t i vc product and has firn 
intentions of exploiting it. A later sectionwill examinc this gucr.t ion 
of Intcntion in r.ore dctail. The purpose of this analysis is to 
cvaluatc petent i el thrent under the above assum.pt ions. 

The Information source.s uscd in this analysis werc primanly thc ccr peny 
briefs prepared by thc Compctitivc and Market Analysis Group in tle 
Marketing Department (which arc included as an Appendix to this report), 
plus business periodicals, annual reports, stock artalyscs and otker 
pub 1 i ca t i c>ns. N o special kno.v 1 edge of these corporot ions , their 
peesent activitics or plans is clairned. 

1 P-M: Rat i nn . 0 

This 7 billion doi lar Corporation is capable cf providing the sovcrcst 
co.mpct i t i on over the next 10 ycars. V.'ilh a model office product sales 
f orce , aggrcss i ve ranagei ent and excellent rescarch and r.anuf actur i ng 
skills they arc o 1 most ideał ly suited to this market. Technology 
gap:, in photcreccptors and coating processes give them just less t han 
a pcrfcct rating, 

3 M r JR a t i n n . O 


Prescntly Au..' larę.-.:t domostic co.mpet i tor, the 3M Company has <• n 
agressivc markul Ing forte, and has dcmonstrated its tcchnology skills 
by duvc1opinę s veral innovativc copying processes. The high scor 
on skills tcęetiu r v / i t h thc* size of the company will make them a very 
ImpoiTanl cc p.titive influence. 

Tri den: fitiee * ?.0 


Tlić company hu' cons i <’ 'i.h 1 e c. v part i' in the office product 
and a 1 though ru lat i vc ly smali, it is b.iCked by the rosom ces Oi 


thc parcr.t cer; erzt icn. Il is fell t! 
coi.iaitled to tl.o succoss of Fri don in tUe copier nar kol. 


rl. 


S i ng r 1 s onnage ' ant 


i s 


• nu 
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Rat Ing 27.6 


.Smith Corona Marchant gets modo ratę, scorcs on tcchnology and marketing 
and high scorcs for managemcnt and engineering/manufacturing. The 
company also has considerable resources availabie and will continuc to 
be a major influence on thc market. 

Addressograph-Hulti o ranh: Rat ing 25.6 


In spite of reliability problems on the AMCD, Addressograph seems 
v/ell skillcd in cngir.cering and manufacture. Apparent corporate 
uncertainty about strategy and previous cut-backs in the copier sales 
force producc rodcrate scorcs in other skills categories. Resources 
arc relatively large, however, ar.d thc overell piccure indicates that 
AM can make considcrablc progrcss in thc copier and duplicator markets. 


Kodak: Rat i na 23. 0 

r. 

Although Kodak has a fine tcchnology base, their łąck of marketing 
strength in dircct sales of officc products weakens their overall 
skills rating. Kodak's resources are considcrablc, ha/cver, and their 
known Intcrost in copying proccsses for use with microfilm could 
lead to deVelopnent of a copier linę. Givcn a.firm managenent 
commitment to the Office copier business, Kodak could become a 
considcrablc threat. 


Rominoton-Rand: Rat i no 22,0 

A'though Remington rates high in engineering and manufacturi ng skills, 
their marketing strength is only average, and their managemcnt and 
tcchnology strcngths are belo.-; average. The tcchnology weaknesses 
could prove to be a considcrablc obstacie in their attempted 
mnnufocturc of selcnium druns for thc Statikon plain paper copier. 

The large resources availabie corpensate to a degree for the lock of 
basie skills. 


Dupont : Rat Ino 70.5 

Dupont has an exccllcnt technolog i cal base and is known to have two 
copier proccsses under deve1opment. Their marketing cxpcrience 
ho.vcvc r is not adaptablc to the copier field and also their manufactur i ng 
kno.v-l.cv/ is rot hardware oriented. Resources arc considcrablc and 
could put Du. cmt into a relativcly strong compclitivc pos i t i on if 
their menager-ent cor lits itself to copier products. 

Pitney - P. o _ R a_t i n " 18 . 0 


Pi (ney-! o/<v. I . . a la 
but thc r•*. pro.' 
marketing skill is a!, 
rnanuf aclnr ing c.;. il 
ey.pcn Ji turos are •urp 
plain paper copier is 


rgo wel1-traincd sales force in the copier market 
uced o. e cuite lo.v. This si^gests that thc-Ir 
.;ut avcraęe. On thc other h .ad engineering . nd 
itics an- a streng nsset. Re*carch and devełopi 

risirgly lew, corisidering the reports that a 
unde r dcvc 1 opr.cn t. 


fit 
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. Scott (Canon) ; Rot tng .7 

• • * « 

Scott, Itkc Dupont, has skllls that are not rcadlly transfcrroblc to 
the manufacturc and sale of copicr produets. Their basie technology 
skllls arc wcak, but are currently boosted by agreements with Canon 
Camera of Japan. Si ze of resourccs is a major factor in Scott 1 s 
ranking as a potentially serious conpetitor. 

• 

Saxon: P.atin n 17.0 f 

Saxon's skllls appear to be just abovc averagc- across the board, 
Resources aro fairly substantial lic\vever, and thicr product nix is 
broad. 

Polaroid: Ratiro 11.7 

Polaroid's considerable strengtlu are not woli odapted to tbc office 
produets business, cspecially in the arca of marketing. Their overall 
siei lis rating is one of the lowest of al 1 the componics considered, 
but this is offset by the resourccs availablc. 

A.B'. Dick: Pating 11 .4 

A.B, Dick rotes high on marketing, cnginccrlng and nanuf octurl ng 
skllls but 1 o.v on managemont strength, In addition its research and 
dcvclopnont effort is belo.-/ average, although tlieir current agre.erv„*nt 
with Ricoh strengthens this factor. Due to its rclatively smali 
slze, the company appears lo.-/ do./n in the list of compctitors. 

Dennison: Rating 8.0 


In spite of Dennioon's past successeS, it ir. fcit that the current 
status of the company is halo./ aveic:ge on ail h skill factors. This 
Is Lascd on their problr.-ms of the last 18 months and indicc/tions of 
Incrcosing iack of interest in cnpiers on the part of Dennison'*., 
managcincn t. 

Ape co:_Rat i im C ._0 

Apeco's succossf s in th" l.jst 2 yr-ars' give tlic.i a reiatively high 
sic i 1 1 s rating of 6.0. ł!o.:cvcr, lh • smali si/c of the company sur;; sts 
that they will r.ot Im,w the resourccs avail.ble to ensure a much 
t/l der penetration of the market than they havc ohtoincd up to no..'. 


Sayir, *.i n 1 : r t i n a 5.7 

Savin has very linited rc*carch, cnyincerinn and nanuf . cturing al i lity. 
Th*' i r tech’.: U y h.*s i, .ulted f rc \ i -ot i at i i g ogr -• ~ent s with cc .mnie 
Mich as liir i* i ; C.rr y .rui Applied f.cseerth cf Au., trel i a. V,' i t h 
1 1 • pro* nt i.- and c r tc stru lurc, $*tvin is t' . t to l 
III, litej cc* ,>c t i t i ve plospaCtS. 
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Itek does not currently produce a copicr product but bas dcsclcped 
a linę of microfilm equipmcnt. Itek has a reasonable technology bose 
and could dcve1op a copicr linę perhaps based on thcir RS proccss. 
Havevcr, this proccss requires considerablc irrprovenent bcforc a 
ęompe t i t i ve product is possible. The resources of the company are 
Iow. A scricus threat from Itek is not judged to be feosibie. 


Oue to apparent lack of Litton‘s commitrr.ent to the copicr market, 
Royfax' performance has.been very poor. Evcn though availabie 
resources are considerablc, it appears at the bottc.-n of the list. 
Without a major chanoe in rr.anagement attitude, Royfax will not be 
a threat of any significance. 

\ 

Other Domestic Comonnies 

Two other domestic companies should be noted, althouch they have 
not yet indicated en interest in the copier market. They are 
Burroughs and National Cash Register (NCR). Both companies are 
heavily involved in the business eguipment market v/ith emphasis 
on calculators, accounting machines and Computer?.. These ccmpanies 
have been very successful in sclling to the banking industry in 
part icular. 

A linę of copicrs and duplicators would sccm to be a rational 
cxtcnsion of each company's business. Ho.vever, current managemont 
Interest seems to be focussed on extending their lines of data 
Processing equipmcnt. łn particular both Burroughs and NCR are 
developing lines of Computer terminals and other pcripheral data 
Processing cquipment, 

If clther company deve!ops a copier product or acquires one by 
agreement with companies such as Canon or Ricoh, the following retings 
would apply: 

"Succcss Totol 

Tech. Hktg. Enn. /Mfn . Mrmt Potcnt i a 1 " S i cc Score 

NCR 8 6 8 ’ 6 6.8 6 40.8 

Burroughs 6 6 8 8 6.9 4 27.6 

As can be scen above, given a product and firn management commilmont 
these companies could bccc.me a major co'pctitive influence. Ho.-/ever, 
It appears that both companies have a strong inducenent to continua 
cxpanding and broadc-ning their currcnt product bose. 










TAOLE I MAJOR COMPFTITOPS ’ ' ' 
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! L L S 



e 

• 

Company 

Technology 
W^inht 20'/, 

Market i ng 
i o h t 357 , 

Eng. t. Mig. 
Weicht 2CY, 

1 Management <! Sicccss 
'..'eioht ? r , I Potential 

S i ze 
Factor 

Total 
Sccre ' 

1 RM 

8 

10 

10 

10 

9.6 

10 

96.0 

3M 

8 

8 

8 

8 

8.0 

6 

43.0 - 

Friden 

6 

8 

10 

8 

8.0 

4 

32.0 

SCM 

6 

6 

8 

8 

6.9 

4 

27 6 

AM 

6 

6 

8 

6 

6.4 

4 

2p.6 ' 

Kodak 

8 

2 

4 

6 

4.6 

5 

23.0 

Ren,Pand 

• 

4 

6 

8 

4 

5.5 

4 

22.0 

DuFont 

8 

2 

4 

4 

4.1 

5 

20.5 

Pitney- 
Bowe s 

4 

6 

• 8 

6 

6.0 

3 

13.0 

Scott 

(Canon) 

6 

4 

4 

6 

4.9 

3 

14.7 

Soxon 

•6 

6 

6 

6 

6.0 

2 

12.0 

Poleroi cl 

8 

0 

4 

6 

3.9 

3 

11.7 

A.B.Dick 

4 

8 

8 

2 

5.7 

2 

11.4 

Denni ocn 

4 

4 

4 

4 

4.0 

2 

8.0 

Apeco 

4 

6 

8 

6 

6.0 

1 

6.0 

Savin 
(Minox) 

6 

• 

6 

2 

8 

1 

5.7 

1 

5.7 

1 tek 

6 

4 

6 

6 

5.3 

1 

5.3 

Royf cś 

2 

2 

4 

2 

2.4 

i 

• 2 

4.8 


A, ri 1, 1970 


E 947 

Ezhibit Xerox Documents Regarding Capabilities of 
Potential Competitore 








E 948 

Ezhibit Xerox Documents Regarding Capakilitiee of 
Potential Competitore 

IV COMPETITIVE TRENDS/EXPECTCD PRODUCTS . ' 

The opproach sclccted to cstłmate thc compotition whlch Xerox will foce 
In the 1970‘s is based on the assumption thot a competitive threat of 
consequence cxists only wlien the obi lity to offer the custom.er significant. 
' |mproverncnts in performance, fcaturcs or price is attained by a 
Corporation with the capabilities to effcctivcly capitalize on that 
Improycmcnt. 

This scction attempts to proJect whot competit?ve deve1opments can 
be cxpected based upon who is cap;ble and intcrestcd and ho./ 
known technologics can bc extended. 

• Trcnds in the 1970's . • 

Genera l - Custo-ers will in generał demand areater conven?ence and 
versatllity in both copier and duplicator products in the 70's. 

Emphasis will be placed on iabor saving feotures which reducc the 
timc, training, and skill levels reguired of the operotors. 0veral! 
rei iabi1 i ty wi11 be crucially inportant. Increased throughput 
capabilities via input and output hondling Systems will be stressed; 
Feotures such as size reduction, variable paper weights and sizcs, 
Instant OM, fast first copy out tines, lew noise levels, standard 
power requirements, compact size and pleasing appearance will inerease 
in importance in the ccpier market. In the duplicator field, there 
will be an acceleration cf the present trend to greater automaticn. 
Emphasis wi11 be placed on speed, solids and halftones, size 
reduction, duplex, finał finishing and color capabilities. 

A significant demand for color copying devices will emerge during 
thc 70's, part i cu I ar ly in specific appl ications, but will not reac.h 
ncarly the proportions of traditional black and white copying 

Pla in P a ser Cooirrs - The primary threat of com.petitors in thc 70's 
will be towards products producing copies on "ordinary" paocr. 

The primary tcchnolcgy will be transfer e1cctrophotography 
(xcrography) based on new organie and/or inoroanic photoreceptors 
and a host of innovative processing approaches and tcchniques. 
fhc Co;npctitive and Market Analysis group projcets that alrnost 
one-half of all competitive copies will be nade on ordinary paper 
by 15)7 6. 

Elcc trof ax Conier s - Although nachines producing copies on ZnO 
papers will continuc to be produced and the nur.bers of E lect rofa>'. ^ 
copies will inerease, the market share of this cpproach will crop 
substantially. It Is projreted thot no breakthroughs will occur 
in this tcchnolcgy to reseue it from declining to a minor role in 
the copying market by the end of the decade. It has bccn callcd 
a "dcadend" tcchr.ology. 

The inherent advantagcs c f xcrographic type proccsses; i.o. plain 
paper quality, flcxibility of design, speed, and cost; wiI1 forcc 
Elcctrofex r 'mu*acturers to scarch cut spocialized markots w!vro 
their proccss does not put them al a disadvantagc. 
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Dup! i cators - Therc will bc a strong, continuing trend towards i> 
adoptation of lithographic tcchniques to thc Office cnvironmcnt. Through 
grcatcr automation of the mastermaking proccss and prcss opcration 
llthography will represent strong competition to otber piocesses 
attempting to expand into the highcr volumc duplicating market. The 
COT.bination mastermaker/direct lithographic press (i.c. Addrcssogroph- 
Multigraph's AM.CD) nay in fact make inroads in the Office ”convenience 
duplicator" field. 

Expected Products in the 70's 

4 

Table II surnmarizes thc kcy competitive product i nt roduct i ens that 
can be cxpccted over thc next ten years. The rationale leading to 
these conclusions is as fóllows: 


I RM IBM represents far and eway the most signi fi cant threat to Xerox' 
present position in tne industry. IBM is known to be ptirsuing 
tcchnologies very sini lar to traditional xerography and is believcd 
to have developed an organie photorcceptor potentially superior 
in scveral respects to our Soleniu. Alloys. As indicatcd by the 
cxtrcn>;ly high rating of 96 on thc competitor scalę, they also 
possess all of the reouisites to successfully cxploit a dcsirable 
lino of products. 

Although it will tako sosie tir.e to dcve1op their know-how to the 
point where highly rcliable products can be designed and mass 
produccd, IBM can be expected sto pursue the total copicr/duplicator 
market witli commi tn.cnt and vigor. It is projcctcd they will 
Capitalize on their organie photorcceptor technology and cxpard 
their product linę f rom the two they arc present ly helievcd to be 
deve1oping (a 12 cpai consolc to be introduced in '70 and a -łO-CG cpn 
duplicator in '/I or *72) to blanket thc market in much the sar.a 
way as we have done. It is difficult to say in what scguence these 
will appear but assuming a machinę devc 1 oprr.cn t cycle an.ilogous to 
ours (3-9 years), and ąssu-ing no major prcblens are ertcountercd 
with their initial entries, IBM ern be expecfcd to Introduce its 
next major product in 19/3-7 / * follcwcd by anoth-r major entry in 
1 S^7. The. morę probable sequence wculd be a highcr speed, 
sophistic.aled, "Gamma-1 i ke" procesr.or with a selection of i nput/output 
occcssories foli c»./cd later by a "Decey-1 i kc", smali, desktop 
copicr, A sp.r.d lip of their initial dcvice, perhaps to tlić 20--30 
cpm rangę, should bu cxpectcd about 1973 also. 

In generał IBM can bc rrpcctcd tc> cr ph.si7c thc system epproach 
to product cesigns which will yield a widu varicty of acccssories 
and/or sii i lar reJals tailored to spccific custc-er applicetions. 

Tliis approach can be cxpccted to lead to a coibining of IBM' s 
products later in the dccc.de perhaps in the form of CR7 display 
cc'piers; integrated sccretariol stations which co .bine typewriter, 
copying, dictation, and co.i.-. uni ent ion functions; aipłicntion of 
e I cc tropi.ot ( jraphy to high specu data printouts; C 0 f P uuits, etc. 

In su-.- ry, cnc.* • f .". cli; Ss the li fning curv-' i ri han.fling 
xcTogr.*phic i echno i i.;g J es , their stn-ngths, oxpc r ienc- and obvitu. 

I ntent i o;is in ot lice products r...n ket will make them the most 
slgnificant cc .pet i lor to Xcro- in thc 19/0's. 
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3M has long bcen an octive partlcipaot In thc copier field with thcir original 
Thermofax and morę rccent, Dual Spectrum Systems. Thcir contlnu ing interest 
|s dcmonstratcd by thcir recent announcements of the VHS and Color-in-CoIor 
dcvicc', 

3M has t raditi ona 11y relied on proprictary proccsses,* dcvclopcd intcrnally, 
which arc based on thcrmo/chemical and related techniqucs. This has, an^ it 
Is projcctcd, will continua to provida 3 ht w i L h a un i quc and profitable posi- 
tlon In thc field. : 

3H cen be cxpected to apply their Dual Spectrum techn!que to the very lowest 
end of the market and to profit from the expansions of this segment, for 
Instance In heme copiers. 

Their VHS "Magne-Dynamic" tcchnlque will be further deve!oped into a family of 
deviccs, with a higher speed (*40-50 CPM) version introduced in 1972-73. 

Hewcr tcchniques cen bc cxpected to fol Iow frem their vigorous and innovative 
research activities. ^ 

It l's not anticipatcd that 3M will pursue thc Systems approach to product design 
In the sensc of offering thc fuli rangę of input/output accessories, etc. Their 
dlvcrsity of corporate interests will not allew them to devote the needed re- 
sourccs to kcep tip with Xcrox and I CM in this regard. Rather, 3M will continuc 
!ts present pattern of exploiting its technology through dcviccs aimed at 
s ecific market applications. 

V Q 

• . * 

Fr den 

Tridcn, D i vi s i on of Singer, Inc'. , has laid claim to becomlng number two in the 
copier field with their plain paper machinę based on a rcusablc /n0 based photo- 
rcceptor. Thoy have announced that a 15 CPM, desktop unit (thc 10/0) will be 
availabie this year. Friden 1 ' present intentions are to scll only. If so, the 
success of the 1070 is dubious. Customers will refrain froni invcsting S18C0 today 
only to find a murh improved copier availabie either from Fridcn or another 
company tomorrow. An exsmple of a prcvious similar mistake by Fridcn was scll ino 
o ncw electronić calcnlator without a square root capability, and tlien adding 
tliis fcature to a second model o few nonths later. Buyors of the first r.ocel ^ 
cou 1 d not make a trade for thc improvcd machir.e. To bc successful v;ith the 1070, 
Fridcn can be cxpcctcd to fali in linę and lease also. 

This particular technology is restrictcd in that it docs not lend itself to thc 
• very Iow end of the market, duo to its comolcxity (analogous to our Products) 
nor to tlić higher end, duc to thc speed constraint of the photoreccptor. 

Further, sińce Fridcn w« s not thc dcvclopcr of this technology and sińce il d-,es 
not possess in-house technica! strcngths in these fields, it is doubtful if they 
' will build from this bose to better and faster machinę proccsses. 

Rather, it is projcctcd that F r i den will Scek to oploi? this particular a: : r: a' 
to its fullcst. Their introducticn of n faster, console model (pcrh.ps 


CPM) in about 1972-73 sheuld be rxpcctcd. 

50 CPM rangę arc anticipatcd thcrcaftcr. 


Additional models in the 1U Cfto 
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Friden' s announccd intcntion is to offcr a pricc advontage plus high rei lobiiity 
wlth thcir 1070 machinę. If thcy succccd in mecting thcir rcliability gool 
(v;hich v/i 1 1 bc vcry difficult) thcy will prcscnt a fomidable challcige. Their 
proccss oppeors to offcr only slight cnst odvontages ovcr prcscnt y.orography 
so If thcy offcr a signifi cant Iy Icwcr pricing•p1 on, it mcans thcy arc willing 
to scttlc for a sm.illcr nargin than Xerox. The impact of the 10/0 00 cłectro- 
fox ccmpdt i tors could bc far rr.orc scrious than on Xcrox. ZnO pciner users could 
switcli to ordinory poper copy at cCTparative prices, for the rnajority of clcc- 
trofax dcviccs arc in that market segment to which the 1070 v/ill be addresscd. 

In summary, Friden is canable of carving out a significant portion of the 
ćopyitig market with thcir 1070 and derivates thercof. Thcir primary ir.pact 
will hc on clcctrofar. suppliers. »n the long run, however, Friden will not 
bc able to bu i 1J up a fuli frnily of ccpi er/dup 1 icator products unlcss thcy 
purchasc ncw tcchnolcgy frem outsiće. It is projccted that thcy will establish 
a profltable position in the market but n ot represent a long term tlircat of 
conscgucncc to our business. 


Electrofax 

1 1 - • 

The suitability of the cleotrofcx zinc oxide proccss to Iow yolu.me copying ..i 11 
rcsult in continucd growth ovcr the ncxt ten ycais inspitc rf scvcre cr-p-c i t i v .• 
pressures f rem plain paper copicrs. The guality and appcarat.cc of zir.c c x i do 
copics has ir.proycd of late and the lew machinę pricc givcs the tcchnolcgy en 
odyentage in the- Iow end of the copicr market. 


A-M 


The. major domestie competltors in this field at prcscnt arc: SCM ($u£fi) , 

■£/’.), Apeco ($hlM) , and Dennison ($ 3 Ul) and Sav i n ($?.Cm) . The rcver.i . fig 
arc for 12^9* Dui ing the ncxt fcw ycnrs a cl cnoc in the rtiarket leader is antici- 
pa-'d. Probably by the ycar 1375 the major elcctrofax menufacturers will be: 

SCI., /.-M , Remington-Rand, Pi tney-Bcwcs, Scott-Canon end Saxon. This ranking is 
bascd on the assumpt i ons in acction III and depends a great deal on manager ont 
com.mi tment. The er panics listed certainly havc the skills and rcsourccs to 
dominate the elcetrofax market. 


The. oyoroll clcctrofax market, ap?roxir..atc1y $3?.0M in 1 r 69 should double by 
197& although inercasing compctitivc pressure will rcsult in a significant 
dccline in its market share. Djring 1hc next fc.w years inereasing numbers of 
plain paper copicrs \/i 11 hc introduced. The first machines in the copicr 
market to focl the pressure will be the clectrofax machines. At the lew end 
of the scalę elcctrofax copicrs will bc offcctc-d by a rangę of incxpcn:;ivc 
ttinl Spectrum machines f ren the 3M Company, Dy 1976 the clcctrofax market 
may wali l'c limited to a vcry norrow segment in which the proccss has a cost 
cdyaritagc over Luth Dual Spectrum and plain papo.r copicrs. 


Cor.nc-t i t i en ano.ng cloctrofer, nianuf aclut crs will inercase 
out of the s-alici co: .pan i es. A company fuch as SCM will 
compcliti\e pressure better than a Savin for cxample. 


1 c a-cl I ng to a shaklng 
bo able to withstand 


If the market for color coni 
nenuf. turars w i 11 rr.cr t.-.e 
Z i nr o. i do rolor procef.S is 


crs appears- to be a 1 
field. A:, r ant i one d 
c,Ji te fcas.iblo. Pres 


arge one, so- e of the cl et 
in th.e technolog/ serwan, 
suro in the black and .itc 


r 


a 


• il i . 


k il'.* 1 . 
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• . . • ... IJJTRODUCTTON •• '. •' 1 • 

• • ?-• , 0 

, ,« • • • • • 

This report cxomincs twenty compnnics that nre eithcr currcnt 
or potcntial copicr and duplicator competitors. The analysis 
of each company is intended to provide a basie ovcrview o£ 
bach company. 


The companies e>:amined wcrc sclcctcd as being most important 
to Xero>: at this timc: As tho copicr market continucs into 
the 1970's, additional firms will be attracted to t?e field, 
and company briefs will be ndded to this report. 

This report is intended to be a reference guide to managoment 
on other firmo in the industry. 
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• T:\ . 

A. n.. DICK 


• o 


FINANCIAL ($ MTLT.TOES) 1969 
Total Company 


Copicr (U.S. & Canoda) 1969 


Rcvcnue 

$99 

Revenuc 

m. 

Net Income 

$7 

% Total Company Rcvenue 

13% 

% Total r.cvenue 

m 

1% 

R & D Expcr.se s 

C *1 
V • ' 


COPIER OPEP.ATIO^S (U. 5. & CAEADAl 


% Copicr Rovenuc 

1969 


Installed Units Mić-Year 16,500 
Copy Volume Billions . 360 

Salesmen 450 


S,ervicemen 400* 
Branches 67* 

Dealers 500* 


♦Also sell & service offset. 

treep op. short raeg e gro:-tth ratę of copier operattoms 

\ The A. B Dick 675 raanufactured by Ricoh o’f Japan has 
i becn a succoosful copier product for A. B. Dick. With 
' little copicr rcscarch, Dick is dependent upon others 
for ncw produets. V7ith the technical abilities of 
Ricoh, A. B. Dick has the potential to successfully 
market and penetrate ncw copier areas. 

TECH ? '?JCAL AkALYSTS ' 

. Research efforts havc emphasixed improvcmcnts in present 

cquipment and devcloping ncw eguipment. utilizing cxisting 
techniques rather than devc3oping ncw proccsscs. An 
cxample *of this work is the introduction of automated 
offset fcaturco in 1964. 

A major ncw ccncept dcvelopm^nt resultcd from rcscarch 
work perforrr.od by Stanford Research Inctitutc. A.B. 

Dick rcscarch and cngincering pcrsonncl dcvclopcd the 
"yideojct" printer. 







E 955 

Exhibit Xerox Documente Regarding Capabilities of 
Potential Competitore 

_The non-impa ct _pr_ijitor_usos the "Stanford" patent ink 
jcETóTrćctor system. Specd is 250 characters/socond. 
The unit uses ordinary paper with printout on standard 
pro printcJ business £ o nr.s. The Vidcojct is designed 
for routinc printing via coiwentional tclephone lines. 


hathctjtipg a*:alyoih 


Since 1365, A. D. Dick has developed n ncw mornentum, 
primnrily in the offset market. 

A. B. Dick's growth in the offset market has been signi- 
ficant. In the past two years, its share of offset 
unit sales has ineroased from 25% to 35% of the market. 
Much of this success is duo to the strength of its 
marketing organization and to its products, which aro 
reliable, durable and perforrn well. 

His tor ica 1 ly, corporatc managemont ha;? emphasized a 
strong custcm.er-oriented marketing organication and hicrh 
quality pioducts. The marketing organir.ati.on, for its 
size, As estimated to be the most effective in the 
duplicator inductry. The sales force is woli managed, 
ąggressiye, and considcred ccrr.petcnt. 

The h. B. Dick distributor organization is the most 
extensive of uny firm in the duplicator industry. 

A. B. Dick cncourages distributors to exclude other 
product lines, by providing a fuli lino of products 
to se]1. 

The company's major wenkness lics in its traditional 
failurCj to ontor rnpidly expanding markets until the 
growth pdtor.n l.ns baon identified and substantiatod * 
by other firms. 

Oho company was lato in introducing a product: for the 
topi cl marnot. A diffusion transfer copior was intro- 
duccd in 1955'. fivo years too lato to nchievc an 
apprcciab) o market penotration. (By thi.*; time, the 
diffusion transicr market was already scvercly 
resti ictcd by the Thorm.ofax copiers of 3M.) 
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In succeeding years, elecfcrontatic copicrs dominated thc 
market. Finnlly, in 1965, A. B. Dick cntered the dry 
copying market with the A. B. Dick version of the 
Savin Saha.j Electrostatic copier, aftęr thc market 
had becoma dcvcloped by firms with superior 
positions in both product features and customer 
acccptance. 
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INTERNATIOMAL BUSINESS MACHINES 


FINANCIAL (0 MTTLTCNS) 1969 
Total Company 


Copier (U.S. u Canadu) 1969 


Rcvcnuo 

-$7197.3 

Revenue 

Nonę 

Net Income 

$933.9 

% Total Company Revenue 

Nonę 

% Total Rcvenue 

i3>; 

R & D E>:penscs 

linkr 

• 


% Copier Revenuc 

Nor.e 


C OPIE R OPERATIONS (U.S. & CANADA) 1969 

/ 

Installed Units Mid-Year Non o Śerviccrnen (OPD) 5,000 

Copy Volumo Billions Nono Branches (OPD) 200 

Salesmcn (OPD) 3,000 Doalors Nono 

TREND OR SHORT RANGĘ GEONTH RATĘ OE COPIER OPERATIONS 


Our bont judgmcnt is tnat IBM piano to introduce two plain 
y papcr copiers during the next 16 months. 

• , 

V ---Tho most sigaificnnt of thcse if> War Admirał, because it 
offers high spced and ndvanced features. Sinco the 
machino will bo IBM's second copier product, it is con- 
sidered likely thct the unit will bo sold by a specialircd 
copi.ćr salce forcc within the IBM Office Products Divisio.n. 

• IBM has experienced somc tcchnical difficulties with the 

• photoreccptor for War Admirał, which may nót yet be solvcd. 
Theroforc, the cctual datę of product.ion is somewhat in 
doubt, evcn within IBM. 

The IBM ) 000 is most likely to be sold through the 
existing Office Products r.ales forco, which also sells 
typowri tors and clictnti.ng tc;ui pment. Bocaur.e of Lhis lach 
of marketing concentration, we cxpeet that its impoct 
in 1970 will be uinini ::cd. 

MARKETING AN ALNE I s 


The Office Products Division has annual salc-s of $900 to 
$600 million. Their marketing orgnniration is the .standard 
in the business world. Tiic; i;..”, 0.)'.D. eusti erc arc tho s.v. 
as Xero>; ciu leer s )>ut morę w i desprcucl . Allhoucjh it will 
rccjuire a deyree of effott; and time, IPM will adapt 
themsoJves to the copier market. 
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* MINNESOTA MINING U MANUFACTURING o 


FI NANCIAL '($' MTLLTUNS) 196 9 

--Total Company 

Rovonue $1,54 7 

_l____Net..Income . $ 170 

% Total Revenue _11% 


Copier (U.S. & Canada) 19G9 
Rcvenue . $ 120 

% Total Company Revenuc _F:' 

R & D EKpenccs $4.0 

4% 


. Copier Revenue 

.COPIER OPERATTONS (U. S. S. CA N ADA) 1969 


Installcd Units Mid 

-Year 

115,000 

Scrvicemen 

750 

Copy Vol. Billions 


i. 500 

Branchcs 

85 

Salesmen 


1,250 

Dealers 

130 

SHORT RANGĘ GR077TH 

P.ATE 

OF COPIER 

• 

COPERATIONS 



3M has been holding its own through aggressivc marketing and 
machino attachments (automatic document feeder and sorter), 
in spite of the Iow capacity and complexity of its Model 209 
copior. The 609, a high spocd vorsion of the 209 (without 
book copying capability) was introduced latc last ycar. The 
\ 3M VIIS, an ordinary paper, 20 copy/minutc copier will broaden 

* tbc 3M product: linę. The VHS technology, presently unknown, 

is not ey.pectcd to impact the market until after 1970. 3M 
Color-in-Color, the 609 and the VIIS aro orpected to provide 
3 m with an opportunity to maintain its share of the market, 
and w i 11 allov/ 3M to grow with the market. 

TBCHNICAT, ANALYSTS . * . . 

V7ith an err.phasis on research and development, 3M bas developc 
about.40,000 products which are sold worldwido. Furthor 
technological dcvelopmonts within the copier industry are 
morę likcly to come from 3M than any other loadiny compotitor 

M ARIET ING ANAT AT, T S 

Business Products Systems, Tnc. (BPSI) has 05 company branchc 
. and 130 authorir.cd distributors. Distributors ir.oy sel] pro¬ 
ducts manufactured by other firms, wh ich aro not dircctly 
. competitive with 3M. . 

BPSI direct salcs officcs ar.cign salesmen either to pc.rtieu). 
indu:, tri es in largo met ropo) itan center:; or to territorres. 
Each copier r.alcsman sells the fuli copier product lino and 
‘ may nlr.o rei] other products o£ the Gruphic Products Group. 
Some branchcs hnvc speci al i r.ts frtr handling aud i o- vi nim 1 
products, microf i Im oquipmont, and ongineering products. 
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PITNEY- BOWES 


FINANCIAL ($ MTLLIONS) 1969 


Total Company 

-Uovcnuc $23 7 

Net Income $14 

% Total Reverme 6% 


Copier (U.S. & Canada) 1969 
.Revenue $12 

$o Total Company Revenue 5?!- 

R & D Expenses $^_4_ 

% Copier Rcvenue 3% 


COPIER 


r.s. e. CANADA) 1969 


Installed Units Mid-Year 15,700 
Copy Volume Billions . .170 

Salcsmen . 525 


Servicemen 4 25 

Branchcs 20J 

Dea3ers Nono 


T REN D OR SII ORT RANCE CE. ON TH RATĘ OF COPIER OPKRATTON S 

Pitney-Bowes is expected to rcmain a re)atively strong 
competitor in the Iow yolum.e copying market. With 
its largo, woli traincd ca]es and scrvicc forcc (25of 
which aro sclling copiers), thc company ic cxpectcd to 
incrcase its charę of the Iow volu;r.e copier market. 
Pitney-Bowes is not expectod co become a competitor in 
• the high volurr.e copier or duplicator markots for at leact 
several years. This is primnrily due to its United 
research and engincering capnbility, as well os a lack of 
familiarity with the high volume reproduction environ:;.ent 

MARKETING ANALYS7S 


Tli o fir s t 
in 1966. 
debugged 
of start- 
period nn 
salon for 
Lhrough ] 
cstablj rh 
in 1970. 


of a lino of clectroctatic copiers war. introd 
JIowover, it was not unlil mid-1967 that it w;: 
and available in production quantities. Becau 
up cortn and tochnical probJems in the enrlier 
d forced rapid expansion of the sorvicc* and 
cc, copier operat i one havc not been profitable 
969. Management thinks thc lino in solidly 
cd and this business will contribv.tr* to carnin; 
Tli o lino concistn of four; model| r. in thc me di u: 
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• to-Iow volumc uscr market. - Currently P-D is selling outright 
85% of the units and rcnting 15%. Copicr supplies are 

__ importont adjunct to this business and can be expectcd 

to be a source of substantial repeat sales as the numbor 
of units in scrvice inereases. It is estimated that 
—sales and rental of copiers and supplies contribute about 
$15 million (6% to total rcvenues). The copicr sales 
. force now numbers ovcr 500. It is the company's belief 

that copicr rcfvenucs will incrcase at a ratę faster than 

•_for the company as a whole and that profit margins will 

approach that of the older lines within the next ycar or 
two. 

Thomas Collator was acquired by Pitney-Bowes in early 
1966. Thomas collators are also distributed by 
A. B. Dick under its own name. 

'A substantial asset to P-B is its direct marketing force. 

Over the ycars, the company has acąuired a good reputation 
for ąuality products and strong service capability as a 
result of maintaining regular contact with the morę than 
500,000 users of its products. The domestic sales force 
is madę up of 2,200 salosmen and managers, 2,600 service:r,on 
and tcchnicians and 1,200 supporting and clerical personnol, 
rnaking a total of 6,000 poople. This is an inerease of 
> 62% sińce 1966. This field organization operates out of 

207 company owned offices in principal American cities. 

TBCKNTCAL AKALYSTS . . • * . 

• • • • 

Pitney-Bowes reportedly has its own ordinary paper 
copier pnder ćevelopment. 


Pitney-Bowes entered into a preliminary agreement wi.tli 
DuPont in August of 1969 conccrning a DuPont dcveloped 
Office copier system. DuPont is known to be working on 
several copicr modcls, all in the cnr3y stagos of devclop- 
ment. In January of 1970, DuPont and Pitney-Bowes by 
Mutual agreement terminated their agreement. Ko p]ans for 
further develop:r.ent work on the system hnvc been madę known 

Pitney-Bowes has a strong marketing organization but not a 


strong rc 


•.eh and dcvc] opmon t organization. 


It i: 


* . ‘ .• A V. A •< 

feasible that Pitney-Bowes may scek out anothor company 
with technical abilitios similar to DuPont. 
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REMINGTON RAND 


FINANCIAL (S MTT,LTQNSl_1969 


Total Company 

Revcnue $1,606 

Net Income £67_ 

c 4 Total Revenue 4% 


Copicr (U.S. & Canada) 1969 
Revenue $) 6 

.% Total Company Rcvcnuo 
R & D Expenses $1.6 

% Copicr Revenue 10 r / 


COPIER OPERATIONS (U.S. & CANADA)_1969 


Installed Units Mid-Year 12, 000 
Copy Volume Dillions .230 

Salesnen 500 


Servicemen JL50_ 
Branchcs NA 

Dealera NA 


TREND CR E-IOET RANCE CRCNTH RATĘ OF COPIER OPERAT TON Ę 

■ Remington Rand has a strong Office products salos forco and 
r a commitmont to Office cąuipmcnt and the graphic arts areas. 

Remington is now establishing a research and dcveloprr,enu 
• • organization for the copier/dupljcator market. Remington 
will continuc to chow e>:ccllcnt progress (30 % annually) 

. through 1970 in terms of machinę placcinonts. Remington 

is prcsently believcd to havc several copicr and/ 
or duplicators under developmcnt. Remington could becom.o 
a major force in the copier market within three to five 
. years, if the Statikon II or ono of its other machinos 

under devclopment prove to be markctablc and reliable machino. 1 

r 

TECIINTCA 7, A NALVSIE . 

Remington Rand is not bolicved to have a largo research 
arul dcvelopment Staff workiny in the copier/duplicator 
area. 


Remington Rand is prescntly hiring o.Ntonsi vcl y lo set un 
within ile oi ganizat i on , a stronger research and dcvel oj.;; ent 
capability as woli as a market planning group for copiers/ 
duplicators. Scvernl ncw products aro belicvcd to bc 
under devclopmcnt. 
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marketing AHALYSTS 


Remington Rond s desire to gain cxpericnce through the 
marketing cf the Copystat 500 has bccn realized to its 1 
fullest. Khile Remington is marketing the Copystat 500 
*as the Remington R-2 and gaining expericnce in the market 
place, evory e*ffort is being modę by both Remington and 
. A 5 lside to kring the Stotikon II (ordinary paper book 
copier) to market. Remington Rand obtained from Saxon/ 
Copystatics the worldwide right for three years (August 
1966 to August 1969) to market the Copystat 500 under 
its own trade name. Remington had the right to nanu- 
facture the machinę outside the U.S. but was rccjuired 
to purchasc its U.S. requirements from Copystatics. 

This egreement was not renewed. 


Remington Rand has signed on agreement with Arlsido (U.K.) 
to market the Statikon ordinary paper copier in the U.S., 
and also has the right to manufacture the Statikon copiors 
in the U.S. Remington Rand is presently subsidizing 
development of a new Statikon book copier (Statikon II) . 
This agreement is reported to give Remington oxclusive 
rights outside Great Britain to market Statikon copiers.' 

Remington Rand has rccently signed an agreement to market 
Apeco copiers under the Remington Rand labcl. 
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-—saxo;j. business Products,. inc. 

DIV. OF SAXON JRDUSTRIRS 


Copier (U.S. -&-Canada) 1969 
Rcvenue $10 

% Total Company Rovcnuo 6 r ' 

R & D Expcnses ę iTfT 


n 

& D Expcnses 


% 

Copier Rcvenue 


1969 

. 


6,200 

Servicemen 

60 

. 112 

Branches 

35 

200 

Donlors 

175 


^i Kft-ŃĆTAT/' ($ .MTI.LIONS) 1969 

Total Company 

Revcnue $160 

•■Not Incorr.o $_S 

% Total Revenue 3% 


COPIRR OPERATIONS (U.S. & CANADA] 


copy Volur - s Billions ,.1 12 Branches 35 

‘ Salesmen 200 Donlors TTT~ 

JjUORTJLĄ*-'?" C RCWTJI RATĘ 07 COPTER QPr n T j q . : 5 

Snxon Industries will continue to dcvote its efforts to 
cxpand mg its profitnble Saxon Business Products Division t*- 
agrconent with Remington Rand has allowcd Saxon Business 
establish a smali but effective sales forcc at a minimum of" 
expense. The recont announcemont of the P-50 and CBC-1 
copiers broadcn its product lino to impact the Iow and medium 
yo Jurne market. Saxon introduccd a prototype of its com- 
bination duplicator called the CD-7500. it is capable 
of 7,600 copies por hour and is similar to the AUCD. 

•Wit-hin the next two yonrs, Saxon Business Products is expectcd 
. to grow 50;S, and couJd continue to grow through the cext five 
years at-approximatcly 20*,£ annually. 

i 

TEC UNT C AT. A\ 7 ALYS16 ' ’ 

Saxon Industries* aeguisition of Saxon Business Products 
(foj n.ci ] y called Copystatics) brought with it John Van Au’:en;— 
n pioneer m cloctrostatic techno] ogy. Van Auken was Tom^Tly 
as;: o ci o ted with Apeco as Dircctor of ttanuf actur ino and New 
Product Deve] oprr.cn t. and with .6CM as General Manager o£ its 
Microstatics I)ivision. — 


Z 


f 
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—Van Aulcen crcatcd Copystatics Corporation, which was acąuircd 
by Saxon in 1966. Ile became President of the Copystatics 
—bivi^5on of Saxon, but is now President of Eguiprr.cnt 
Developrcont Corporation, a Saxon subsidi-ary which docs 
. _ the rescarcJi and dcvclopmcnt for Saxon's copicr produets. 

_ Van A ul: en was the primo developer of the Copystat 500. 

He bas an err.ploynch t contract with' Saxoh "which extends 
.. through 1974. * , 

marketing a::at,ysis . . . ’ ■ 


Saxon Industries is ono of the leading independent paper 
morchants in the U.S. Saxon has been pursuing a progrcssive 
expansion program sińce 1960 via occuisition and internal 
Since that time Saxon has acquired several paper 
merchants and in 1966 acąuircd Copystatics. The acąuisiticn 
of Blnke, Moffit, & Towne in 1968 has morę than quodruplcd 
the salcs of Sa>:o.o. Saxon Business Prod. has 200 salesrnen and 
60 serviccrr.cn. (The Iow number of scrviceir.en is attributed 
to the fact that Copystatics performs no on-sight repair.s 
of copicr equip.-r.ent . Each salcsman is rcquired to carry 
two to three extra machines in his cor.pany-providod 
stationwagon. If a brcakdown occurs, he will rcplace the 
one to be serviced with one from his car. The machino is 
then returncd to the branch orfice whero it is repaired.) 

Saxon is reported to be inereasing its service force in 
anticipation of the introduction of the Saxon CD-7500. 






T 
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SCOTT TA PEN ĆOMPAHY . " 


FTUAYCTA L($ MT T,T, T (Y J S' 


1 96 9 


Totai Company 
Revenuc 
Fet Incomc 
• % Total Revcnue 


k2 1! Ji 
$ 5 6. i ' 

o. 7V, 


patf or C Q ?T! r n or -pj-.Tioys, 

Vhc Scott 3d copier is a product of Canon Camera Company 
. . of.Japan. The 3D was initially test markcted on the East 

Coast by the. Plastic Coating Corporation, a subsidinry of 
cotc Paper. It produces G copies/minute. Scott intro- 
duccd tho 3D Mark II at the 196 9 DEMA show, a snecdcd ud 
. . yersion capable of naking 12 ccpies/mmntc. t he earliest 

, thio unit v/lll._be_jo.’r;i lab 1 «■' j r pr, o 3r d ^'-g-tcr c> r 1970 
. Ano the r subsidi.-.ry o£ Scott. Graphic pJproaSStioiis te. Ul 
o Germany, has markcted the copier outside of the United 
. States and Cannda. 

The market ir.pact of the 3D copier is dependent on the 
marketing strength of the Plastic Coating Corporation, which 
. • will initially market the machinę through dealers. Later, 

Scott nay train its cv;n salecmen and servicemen. 

If initial marketing efforts aro successful, Scott nay Le 
.. sclcctca to bring Canon' s‘ ordinary papsr copier (the model 

"• • 1100, shown in 1969) to the market. Ccmbined with the 

. . technological expertise of the S. D. V.’arrcn Division and 

, tho progressivo ottitude of the parent orgnnisuition, the 
• firm could becomo a futurę thront in the copier market. 

teciikica]. aeat.ysis 


S. d. Warren Company, nlthough boing smali in the paper 
mdustry, brings to Scott an c.sportiso in the'technolog i cal 
areas of pnpor products. 


1'iAKKET; FG_ Al:AT.YS T S 


Thc cor.-.lu nnti on of s. D. Warrcn's tcchnologica 1 abilities 
and Plastic Ceati ng' s prodviction and research staff, nro- 

. . . • ,,Ul . i Ł/.iiir. for further c;;: an- 

oion into tho copier market. 
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••• " • SMITH CORONA MARCIIANT 

• • • 

FINANCIAL ($ MTT.T .TOMS)_1969 


•* T °^ 01 Cornpnny Copicr (u.S. & Ćanada) 1969 

Rovcnuo $B50 Revonue . $r . n 

^ n ^ orTie .£—17 % To tal Company Revenue 

% Total Rcvcnuo _ 2% R U L Ex pcnocs $lŻTo 

% Copicr Rovcnuo . 3 "' 


COPTER OPERATTOMS fTj.e. f . O.VTAO Al 1969 


Unitc Mid-Year 

47,000 

Servicemon 

360 

Billions 

. 1.094 

Branches 

101 


. 700 

Dealers 

400 

'CM GROLTH RATĘ 

O? CO?IKR 

OPERATIONS 



SCO 
i turo; 


Salosmen 


. . SCM has devoted its corporate attontion and resources 

sińce 1966 to two major acąuisitions - Proctcr-Silex an 
. . Gl * dclcn Paints « So ^e disappointing rcliability problem 

• and concern ovor tho adeouacy o i? its servico forcc, *cau 

‘ • ^SSTJii^ cut * ack on reseQ rch and marketing expend 

. - . Tbe SCM 111 is a 16 copy per minuto version of the SCM 

\ . The unit ls about two years lato for the present market 

•; ' ;■ f* is ^ly that SCM wili improvc its market posit 

I 1 th ° hl ? hor Capaci . ty 111 u ^it, and will not re- 
/ . cstablish many direet salcs brnnches which have been cl 

*# v In Spite ° f its earlier proven machinę dcvelop: 
t* J1S f b ° Model 55 took only two years from conccpt tc 
. elj.vcry) , its corporate problcms are likely to dclay ai 
*; ; significant chango for at least three years. 

TRCiiN lC AT, ANALYSIS . • 


łMwf 803 ^ a, I d developmcnt nctivities are broad, cmbrac- 
(r , proc.uct areas and ncw devclop:nents in divor- 

■to sr-'r 1CldS ' Aln ° ng th ° divorso ficldr * o£ futurę interest 

ina‘'d«v?^ CCar SV r ® pr ° grn:r ‘ r,,ed te^hing. industrial troin- 

istr Ti / ° nS1C rCSOnrch in P^ycico. optics, chem- 
lstiy and cybernetics. 


i ju¬ 
rno nt 
o 

ny 
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Research in the Phot.ocopy Divi.sion lins becn dirccted to 
variations in olectrostatic pa por, toner, and copying pro- 
cessos. im.provcd Uonor, pnper ond jmaging tcchnioucc orc 
said to bo undor dcvr.*l opmcnt. 

Thcro orc fow ovcrt signs thnl management has ontertoined 
the fuli scalę applicotion of fundamenta) resonrch to the 
develop;nont of no w products. On the othor hond, product 
development stands out .as a singularly significant assot. 

The foct thut start to finish product dovolo[.mont tim. 0 
on Many of SCM's new units has been less than two yt-ars 

testifies to the significance of their product devc lop-rcnt 
capability. 


market j;:r; ,v :alys is 


The company has not paid highly compotitive salcs incomes. 
Until compensntion is corrccted, this deficicncy will re-* 
rnain a significant dotorront to building a strong cales • 
force and will effcct the company’c penetrntion of the 

copier field. 

The company usos distributoru to dovclop copier salcs 
coverago in outlyipg aroas. Thir. has resulted in problor.s 
of piico control (particular 1 y in pr por priccs) and will 
probably provicie additional problems in tho futuro unc>r 
announced rontal plans. Thcro is stall no sign, however, 
that the company plans to diseontinue the use of this 
distribution channol. 





I l\WJLL ILU V# W f f VUIU.IL V » ? / / / 

(Bascd Upon Compctitor Scorcs Derivcd) 


. • • 

% _ • 
Competitor 
Score 

..fiy-u?*- 
•%* 

, % 
Share 

Total Projectcd 
Copy Volune 
(bi1łion)* 

Total by Typcs 

of Proc r !.scs 

„J 

Pan.ł 

Dual 

Spectrum 

E lect rofnx 

IBM 

96.0 

27.0 

7.56 

• 

2.10 

Tl 

3« 

48.0 

13.5 

3.78 

2. 60 t, 

i ' 

* 


Friden 

32.0 

: 9.0 

2.52 

' t 

1 

1 

i 

2 , f 

i 

SCK 

27.6 

7.5 

• 2.10 


* 

2.10 

! 




• 


* • 

'"i 

AM 

25.6 

7.0 

1.96 

f"" 

1.96 

{ 

! 

Rem. Rand 

22.0 

6.0 

1.68 

• 

1.68" 

i 

DuPont + 

20.5 

6.0 

1.68 


• 

l.f 

Pitncy-Bowes 

18.0 

5.0 

1.40 


•u 

1.40" 


Scott-Canon 

16.7 

4.0 

1.12 


1.12 

i 

$axon 

12.0 

3.5 

• .98 

• 

.98* 

! 

i 

A.B.Dirk 

11.4 

3.5 

.98 


.98 

\ 

i 

i 

\ 

* 

nnison 

i 

8.0 

2.0 

.56 


.56 

• 

9 

Apcco 

6.0 

1.5 

. .42 


.42 

| 

Savl n 

5.7 

• 

1.5 

.42 


. .42 

1 

1 

i 

Itek 

5.3 

• 

1.5 

.42 


.42 


P\Oyfox 

4.8 

1.5 

.42 


.42 

i 


357.6 

100% 

28.0 

2.60 

12.46 

12. 


i 



••Currcnlly e1cctrofox manufacturcrs, but may cntcr thc plaln paper rarkct. 
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